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PROCEEDI NGS
9:02 a.m

PRESI DI NG MEMBER BYRON: Good norni ng,
everyone. |I'msorry that we are just a few
mnutes late. | would like to welcone you all to
a Committee Workshop on our Draft 2008 | ntegrated
Energy Policy Report.

I amthe Presiding Member of the | EPR
Committee, Jeff Byron. And with ne is ny
Associ ate Menber of that Committee and our
Chai rman, Jackal yne Pfannenstiel, and to her right
Conmi ssi oner Karen Douglas. M advisor all the
way to the right, Laurie Ten Hope. And then all
the way on the | eft here is Panana Bart hol ony,
Advi sor to Comm ssioner Douglas and Tim Tutt,
Advi sor to Chairman Pfannenstiel.

I think what | will dois | will stop

there, I will turn it over to Suzanne. I think we
wi || cone back, Suzanne, and allow ny fell ow
Conmmi ssi oners any conments but | think you may

have some housekeepi ng i ssues you want to deal

with. | know | amdoing things a little bit out
of order. Do you want to do the housekeepi ng
things and then we'll come back?

MS. KOROSEC:. It's good to shake things

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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up every now and again. Yes, |'ll go ahead and do
t he qui ck housekeepi ng.

PRESI DI NG MEMBER BYRON: All right.

MS. KOROSEC: Just an introduction. |
am Suzanne Korosec. | amleading the |EPR effort
this cycle. For those of you who have not had the
joy of attending an | EPR hearing before the
restrooms are out the double doors and to your
left. There is a snack roomat the top of the
stairs on the second fl oor under the white awning.
And if there is an enmergency and we need to
evacuate the building please follow the staff as
we go out the building to the park across the
street and wait there for the all-clear signal.

Today' s workshop is bei ng webcast. And
for those of you listening in on the webcast who
may want to speak during today's public comment
period the call-in nunber is 888-566-5914 and the
passcode is | EPR

And for parties in the roomwho wish to
speak we do ask that you fill out blue cards. The
bl anks are on the table in the foyer. And if you
can give those to Donna Parrow who i s manni ng our
phone there she can pass those on to the

Conmittee. And we will take those in the order

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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that they are received.

So if you would |like to nbve on to your
comment s, Conmi ssi oner.

PRESI DI NG MEMBER BYRON: Thank you. W
hope that we will be able to conduct this
proceedi ng this norning and finish by the | unch
hour. But again, what we are interested inis
public coment this norning on our Draft |EPR
This is an extrenely inportant docunment that this
Conmmi ssi on produces. | suppose probably not as
i nportant as the odd-year |EPR but there are a
nunmber of topics that we have taken up. Sone that
are required by | egislative mandate and ot hers
that we think are timely and i nportant to address.

Ms. Korosec will review those to sone
extent and a nunber of the recommendati ons,
believe, that we have made in this Draft |EPR W
have got lots of firepower sitting around the
table. Key staff here at the Energy Conmi ssion
that we hope will be able to answer questions
and/ or take the input that we receive today.

I amvery interested to hear public
comment as well as comment fromthe investor-owned
utilities that are here. W hope that soneone

will be here fromthe Public Utilities Conm ssion

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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and | haven't had a chance to find out if there's
others. W, of course, are interested in hearing
fromall the agencies that may be affected by our
recomrendati ons. As you know we conduct this
process openly and publicly and we are truly
interested in feedback that we get.

Havi ng said all that | would |like to ask
if my fellow Conmm ssi oners have any openi ng
remarks.

ASSOCI ATE MEMBER PFANNENSTI EL: Thank
you, Comm ssioner Byron. Let ne just observe that
Suzanne began her housekeepi ng comrents by sayi ng
if there's anybody here who hasn't attended an
| EPR hearing before. | amfirmly convinced there
isn't a living Californian who hasn't partici pated
in the | EPR

But the val ue of what we do every year
on a regular basis and the two year full cycle is,
in fact, to raise sone policy recommendati ons and
get themout into the public and then get
f eedback. And the feedback is fundamental to the
final reports that finally get adopted by the
Ener gy Comm ssi on.

So | just want to thank people for being

here. Looking forward to a very neaty and useful

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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day and | | ook forward to your conmments.

COW SSI ONER DOUGLAS: Thank you,
Commi ssi oner Byron. | am also very pleased to be
here and very nmuch | ooking forward to hearing from
the staff and the public on our Draft | EPR  Thank
you.

PRESI DI NG MEMBER BYRON: Conmi ssi oner
Dougl as has been extrenmely busy so she doesn't
have to be here, as the Chairnan and | do, being
on this conmittee. But we are glad to have you
it is great to have additional commi ssioners here
as well. And | think that denonstrates the
interest in hearing conments on these
recommendat i ons.

So having said all that, M. Korosec,
why don't you go ahead. Take your tine, there is
no rush, and go ahead through the presentati on and
t he recommendati ons that you have.

M5. KOROSEC. All right. | wll start
out today with a brief background on the | EPR and
a sunmary of the process and the schedule for this
docunent. And then we will npbve on to a summary
of all the recommendations in the Draft Report and
then we will take the public comment.

We do intend to finish up as early as we

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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can to accommpdate the Commi ssioners' cal endars
today. But we want to nmake sure that we have
enough tine for public comment so we won't be
taki ng comments separately on chapter, we wll
lump themall together. So if you do have
comments on nore than one topic you can just
present all of those when you cone up to present
your conments.

And as Conmmi ssi oner Byron mentioned, we
do have our technical staff authors avail able here
at the table to answer questions and we will take
t hose questions at the begi nning of the public
comment peri od.

So Senate Bill 1389 requires the Energy
Conmmi ssion to prepare an Integrated Energy Policy
Report every two years in odd nunbered years, as
well as a report in alternate years that updates
the anal yses or identifies other energy issues
that may have arisen since publication of the
| EPR.

The | EPR gi ves an overvi ew of nmj or
energy trends and issues in California including
energy supply, denmand, pricing, reliability and
efficiency. And in preparing the report the

Ener gy Commi ssion consults with a nunber of other

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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state agencies including the Public Uilities
Commi ssion, the D vision of Ratepayer Advocates,
the Air Resources Board, the |Independent System
Operator and the Departnents of Water Resources,
Transportati on and Mot or Vehi cl es.

PRESI DI NG MEMBER BYRON: Ms. Korosec, if
you woul d, just cozy right up to that m crophone
and be a little |ouder for us.

M. KOROSEC. GCkay. Sorry about that.

The IEPR is really neant to be the
foundation for California s energy policies and
deci sions and so the statute does direct other
agencies to conduct their energy-rel ated
activities using the anal yses and the policies
that are contained in the | EPR

As Conmi ssi oner Byron nentioned this is
a public process. It is devel oped with workshops
and hearings on specific topics where stakehol ders
and the public can present their coments and
concerns. These then becone part of the record
and are used by the Conmmittee in nmaking their
final policy recomrendati ons.

We have conducted 12 staff and Conmmttee
wor kshops between March and October of this year

to prepare this docunent. These were on the

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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topics that were identified by the Committee in
its Scoping Order that was i ssued May 15, which
are |isted here.

First was the physical, operational and
mar ket changes needed to support 33 percent
renewabl es in California.

Second is how the state's energy
efficiency goals and prograns interact with the
Ener gy Conmi ssion's demand forecast.

Third is the status of efforts to
address recommendations in the 2007 | EPR on
electricity procurenent, which included the need
to standardi ze assunptions in the long-term
procur emrent pl anni ng, extendi ng the period of
anal ysis and adequately incorporating risk in the
eval uati on of resources.

Fourth is an evaluation of the
vul nerability of the state's nuclear plants to
di sruption due to a seisnic event or plant aging,
which is required by Assenmbly Bill 1632.

Fifth is an evaluation of the PUC s
Sel f-Generation Incentive Programto determ ne the
costs and benefits of providing ratepayer
subsi dies for renewable and fossil fuel,

di stributed, generation. This was required by

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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Assenbly Bill 2778.

And finally a summary of the joint
Ener gy Conmi ssion and PUC final opinion on
greenhouse gas regulatory strategies. On this
| ast item because of the tining of the rel ease of
that opinion, we did not include a summary of that
in this draft. At this point the joint decision
is schedul ed to be adopted by both agenci es on
Cct ober 16.

And we al so included in this docunent a
report card on past | EPR recommendati ons. |
believe there are 44 recomendati ons that we went
t hrough and di scussed the status and progress on
t hose.

The schedule. We rel eased this docunent
on Septenber 25. Witten comments are due on
Cctober 16. W are going to turn that around
fairly rapidly and try to release a final draft on
Novenber 3, for adoption by the full conm ssion at
a Busi ness Meeting on Novenber 19.

So with that I'Il nove on to the
recomrendati ons, starting with Chapter 1 on
renewabl es. This chapter identifies sone of the
maj or barriers to reaching a 33 percent renewabl e

target in California and di scusses sone of the

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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10
potential strategies to help overcone those
barriers.

Sonme of these barriers include the need
for transm ssion additions or upgrades to access
renewabl e resource areas; chall enges associ at ed
with integrating renewables into the system
particularly intermttent technol ogi es and
vari abl e technol ogi es; the potential for renewable
contract del ays and cancel |l ati ons and t he i npact
that may have on reachi ng our goals; the cost and
rate i nmpacts of adding renewables to the system
and finally, potential difficulties in permtting
renewabl e generating facilities that are in
environnental ly sensitive areas.

To hel p overcone sone of these barriers
the | EPR Committee recommends to do further
analysis in the 2009 IEPR of the issues related to
transitioning to a hi gher renewabl es future,

i ncluding the effects of key issues |ike once-
t hrough cool i ng, agi ng power plant retirenents and
gr eenhouse gas reducti ons.

To address transni ssion barriers we are
recomrendi ng that we work with the publicly-owned
utilities and investor-owned utilities to try to

identify ways to renpve barriers to joint projects

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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that coul d provide benefits for renewabl es.

This woul d i ncl ude worKki ng
col l aboratively with entities through the RETI
process, the Renewabl e Energy Transni ssion
Initiative, to provide information on potenti al
projects and corridors that nm ght be necessary in
the future. And also identify opportunities for
joint project collaboration.

Al so using the 2009 | EPR and the 2009
Strategi c Transni ssion I nvestnment Plan forums to
identify and evaluate regulatory or policy changes
that m ght reduce some of the obstacles to joint
proj ect devel opnent. And finally, ensure that
| and use and environnental issues are considered
in the RETI process.

We are al so recomendi ng that we restore
funding to the Energy Conmi ssion's | ocal
assi stance programto help | ocal governments with
devel opi ng general plan energy el enents that
recogni ze the i nportance of the state's goals for
renewabl e devel opnent and greenhouse gas
reductions. Also this can help better informthe
public and build public support for achieving
t hese goal s.

For integrating technologies into the

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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system we recommend conti nuing to inplenment
recomrendati ons fromthe i ntegrati on work that was
done by the Consortiumfor Electric Reliability
Technol ogy Sol utions such as inproved and | ong-
termand integrated transm ssion planning. Sone
of these reconmmendati ons are outlined here.

Also to require |l oad-serving entities'
procurement plans to show how those resource m xes
will address local reliability requirenents to
help maintain systemreliability.

We need to focus our R&D efforts on
energy storage technol ogies, on transm ssion
system i nprovenents and technol ogi es, distribution
| evel and building integrated renewabl es, and on
renewabl e heati ng and cool i ng technol ogi es.

Al so we need to increase the anmount of
R&D funding that is devoted to transni ssion
activities. And we are recomendi ng that we
i ncrease annual funding to $60 million above what
is already being allocated. And also that the
publicly-owned utilities be brought in to al so
i ncrease their transnission-rel ated R&D
activities.

To address sone of the issues with

contracting we are recomendi ng that the PUC

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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shoul d eval uate RPS proposals w thout direct
participation of the QUs. |Include cost criteria,
l'i kely project success, |ocational benefits and
| and use and environnental consideration in that
eval uati on, assisted by non-market participants
and the Energy Conmi ssion.

And al so to give policy makers nore
i nformati on on where renewabl e contracts are going
and where costs are going. W would like the |10OUs
to provide aggregate information on those prices,
on project |ocations and on the schedul es.

We al so are suggesting that the PUC
shoul d nake public the anount of above- nmarket
funds that are being allocated to RPS contracts.
Thi s was sonet hi ng the Energy Comm ssi on proposed
to do when the above-market funds resided here
under our renewabl e energy program And we think
that that woul d provide value to show how nuch of
t hose above-market funds are being conmmitted to
how many proj ects.

And finally that the two agenci es should
develop a pilot programfor feed-in tariffs for
renewabl e projects |arger than 20 negawatts. W
do have a separate parallel proceeding going on on

feed-in tariffs so this recommendati on nay change

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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14
in response to comments and things that are
happening in that, in that venue.

Looki ng at price inpacts. W need to
better understand the effects of increased
renewabl es on natural gas denand and prices as
wel |l as the inpacts of regional changes in natura
gas supply and denand on California' s narkets.

We al so need to be continui ng our work
on our Cost of Generation Model to really refine
the inputs and to update the changi ng technol ogy
costs over tine so that we have nore accurate
i nformati on on which to base our cost anal yses.

And that we also intend to be working
very closely with the PUC on their 33 percent RPS
analysis to estinate potential price inpacts of a
33 percent target.

For the environmental issues: W need to
continue working with the RETI to identify the
conpetitive renewabl e energy resource zones where
renewabl e energy devel opnent is expected to be
| east -damagi ng to the environnent.

We shoul d continue participation in the
Sol ar Progranmmati ¢ Envi ronnental | npact Statenent
with DCE and BLM and al so continue to work with

BLM on environnmental inmpacts of pernmitting solar

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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thermal facilities in California.

And we will also be assisting the PUC to
i ncl ude | and use and environnental considerations
when they are selecting their RPS contracts.

All right, 1"Il nmove on to Chapter 2,
which is on energy efficiency and the denand
forecast. This chapter discusses the chall enges
with nmeasuring and attributing electricity savings
resulting fromenergy efficiency prograns and
ot her market forces within the Energy Conmi ssion's
demand forecast.

It tal ks about nethods currently used to
i ncorporate energy efficiency prograns into the
forecast and identifies the approach that the
Ener gy Comm ssion staff will be using to clarify
the efficiency assunptions in the denand forecast
during the 2009 | EPR cycl e and beyond.

Finally, it reports on progress nade by
the utilities towards the efficiency requirenents
of Assenbly Bill 2021.

Recomrendati ons fromthis chapter
i ncl ude that the Energy Conmi ssion should anal yze
the rel ationshi p between end use inpacts that are
nodel ed in the denmand forecast and i npacts that

are used in efficiency program planning to

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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16
identify and resol ve potential overl ap between the
t wo.

The 1 OUs and POUs, regul atory agencies
and ot her stakehol ders are encouraged to
participate in the working group that has been
establ i shed by the Energy Conm ssion to address
t echni cal issues and devel op consi stent efficiency
analysis netrics across the utilities and the
vari ous agenci es.

And we al so recomrend conti nui ng
i ndependent efforts to evaluate alternative
forecasti ng nethods, focusing on natching nethods
to the various purposes to which the denand
forecast is being applied.

The Committee is recommendi ng that we
continue to work with the publicly-owned utilities
to understand how they set targets and estinate
their remaini ng economi c potential. And al so
continuing to assist themto achieve their
efficiency goals by inproving overall eval uation
pl anni ng, devel opi ng program tracki ng systens, and
i nproving the savings reporting requirenents for
t he next AB 2021 cycl e.

Chapter 3 is on procurenent. The 2007

| EPR recommended that the Energy Commi ssion and

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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17
the PUC work together to inprove the analysis
met hods that the 1OUs used in their |ong-term
procurenment plans.

The 2007 I EPR said that the |1 QU anal yses
shoul d use comon assunptions as much as possi bl e,
adequately reflect significant ratepayer risks,
extend over a 20 to 30 year period of analysis,

i ncorporate environnental inpacts and risks, and
di scount future fuel costs at a social discount
rate to properly reflect the risk that is
associated with that fuel cost volatility.

Chapter 3 tal ks abut the progress that
has been made in the PUC s | ong-term procurenent
pl an proceedi ng on these issues. It discusses
reliability and resource adequacy issues that are
associ ated with noving away fromthe use of once-
t hrough cooling in power plants. And talKks
briefly about the relationship between electricity
procurement and the Energy Conmi ssion's power
pl ant siting process.

Recomrendati ons i n Chapter 3 include
that the CEC staff should continue to coll aborate
with the PUC in the | ong-term procurenent plan
proceedi ng to devel op the 2010 plans. That we

shoul d assess in the 2009 | EPR | onger-run, say 20
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year, uncertainties related to electricity denmand
and natural gas prices and supply.

In the 2009 I EPR we may need to | ook at
i ssues associated with the devel opnent of gas-
fired plants for near-termreliability and the
need to reduce utility carbon footprints over the
long term A lot will depend on the results of
the | ong-term procurenent plan proceedi ngs so that
maybe additional issues identified through that
proceeding that we will need to |l ook at in the
| EPR

Based on our analysis of the soci al
di scount rate issue we are currently recomrendi ng
that those not be used in the procurenent
pl anning. But we think that it woul d be val uabl e
for the PUC to reevaluate this when they are
refining their bid evaluation criteria in the
| ong-term procurenent plan proceedi ng.

We are going to need additional analysis
on the inplications of replacing once-through
cooling capacity. W are going to need to to use
the results of the CAI SO study on agi ng pl ants.
This is due to be conpleted in early 2009 and t hat
may raise additional topics that we will need to

look at in the '09 | EPR
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And we will need to work with the PUC to
hel p develop criteria to incorporate project
pl anni ng and pernmitting progress in the bid
evaluations. And we would like to see the siting-
related criteria apply to all projects, not just
those that are under the CEC s jurisdiction.

Chapter 4 is the nuclear vulnerability
assessnent. This is a summary of a consultant
report that was prepared in response to the
requi rements of Assenbly Bill 1632. Because of
the timng of that anal ysis the summary i ncl uded
in this draft reflects findings but no
reconmendati ons.

The Conmmittee Draft AB 1632 Report,
whi ch is based on the consultant report and does
i ncl ude recommendations, is schedul ed to be
rel eased tonmorrow i n preparation for an CQctober 20
Committee Workshop for the Electricity and Natural
Gas Conmittee and the | EPR

This report, although part of the | EPR
is on a separate and parallel track so we
encourage parties to conmment on the
recomrendations in that report at the COctober 20
wor kshop.

And the final findings and

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

20
recomrendati ons fromthat report will be included
in the adopted | EPR Updat e.

For Chapter 5, this summarizes
prelimnary findings fromthe Energy Comm ssion
consul tant's evaluation of the PUC s Sel f-
Generation Incentive Program which was required
by Assenbly Bill 2778.

Li ke the nucl ear report this is a work
in progress and staff expect the final consultant
report to be available later in October. The
final results of that analysis will be included in
the final 2008 | EPR Update along with the fina
reconmendati ons.

However, we do have sone prelimnnary
findi ngs and recomrendati ons. We reconmmend that
eligibility for the Self-Generation Incentive
Program be based on system perfornmance rather than
fuel type. That the PUC should consider re-
instituting fornerly eligible engine and turbine
technol ogi es that use natural gas, digester gas or
bi odi esel. And that the PUC shoul d consi der
provi ding i ncentives for energy storage
technol ogi es that can provide capacity benefits.

Also prelimnarily recomrend that the

PUC should require the 10QUs to neet sone portion
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of their distribution system upgrades with
di stri buted generati on or conbi ned heat and power
in areas where there are clear, |ocationa
benefits to the distribution system

Al so that the Energy Comm ssion and the
PUC should work with the 10Us to identify areas
where there are these | ocational benefits. And
that we need to define any additional studies to
determ ne that.

We also reiterate the val ue of
di stributed generation, particularly conbi ned heat
and power, that we have nade nmany recommendati ons
in past | EPRs on this issue.

Sone of those recommendati ons i ncl uded
that the PUC shoul d develop tariff structures that
wi Il | make DG and CHP projects cost and revenue
neutral; elimnating non-bypassabl e charges for DG
and CHP, regardless of interconnection voltage and
st andby reservation charges; and devel opi ng a way
to estimate the val ue of Self-Generation |Incentive
Program funded projects as well as DG costs and
benefits.

Finally, we believe that the incentive
structure in the Sel f-Generation | ncentive Program

shoul d hel p neet specific targets for
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environnental, transnission, distribution and
econonmi ¢ benefits of DG technol ogi es.

Finally, Chapter 6 discussed progress on
prior | EPR recommendations. As | said, there are
44 recommendations in the report. | am not going
to go through these at all. But | do want to ask
parties to identify in your comments, either here
or in the witten comments, any nisstatenents or
om ssions or any progress that has been nmade since
the draft came out that we nay not be aware of.

So with that | think we are ready to
take questions or nove directly into the public
comment period, depending on the -- Do we have
questions fromthe audi ence on any of the
mat eri al ?

PRESI DI NG MEMBER BYRON: Good point. As
far as | am concerned, Ms. Korosec, that was the
most i nmportant presentation | have heard all year.
A lot of naterial was covered in there. Before we
start taking public coment, are there any
questi ons anybody has specifically on this
presentation? W wll have a wi de open comment
peri od so everybody will get an opportunity to
speak. But if there's any specific questions now

let's take them Conmi ssi oner s?
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ASSOCI ATE MEMBER PFANNENSTI EL:  No.

PRESI DI NG MEMBER BYRON: A | ot of

material there. 1It's |like, where do we begin.
All right. Wat | would like to do then, since we
are -- Qur agenda as you can tell is fairly brief.

It is this presentation and comments.

Let's do this. Let ne ask if there is
anyone here that is tinme-constrained. And | turn
first to Comm ssioner Douglas just in case we are
not going to have you for the entire workshop
peri od. Is there anything in particular you would
like to say?

COW SSI ONER DOUGLAS: No, take it in any
order that you think appropriate.

PRESI DI NG MEMBER BYRON: Ckay. Al
right. | have a nunber of folks that | have
received cards on. W will get to the fol ks on
t he phone but | think we always give deference to
those that naeke the trouble to be here. | would
like to ask if there is anyone in the audi ence
that has a tinme constraint that would like to make
comments that nay need to | eave soon?

All right. Having seen no hands there
then I will just go down the list on the order in

whi ch | have received them if that is okay.
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have the first card from M. Carl Silsbee from
Sout hern California Edison.

MR. SILSBEE: Good norni ng,
Conmmi ssi oners, advi sors. It is good to be here
again. | have been here several tinmes through the
course of this | EPR process.

We do plan to provide witten comments
on the 16th. Wat | would like to do this norning
is highlight three areas, procurenent obligations,
feed-in tariffs and the Self-CGeneration |Incentive
Program eval uati on.

We are a bit perplexed by the
recomrendati on for the CPUC to take conpl ete
control of the | QU procurenent process.

PRESI DI NG MEMBER BYRON: I know. It is
a startling thought, isn't it.

MR SILSBEE: No, it is actually not.

We currently have two tracks of procurenent. For
renewabl e power we file an annual RPS procurenent
plan with the Public Uilities Conni ssion. Once
it is approved we conduct a solicitation pursuant
to the direction of the Conm ssion. W sel ect
projects which we then take to the Conmi ssion for
approval

For all-source and new generation
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procurement, which takes place pursuant to a CPUC-
approved AB 57-conpliant procurenent plan. W
have a biennial review by the PUC of that plan.

We are required to have an i ndependent eval uator
work directly with our staff and report back to
t he Commi ssion on the process for |onger term
procur ement under the AB 57 plan

We don't really have skin in the gane
here. W don't have an opportunity to nake npbney
on procurenent. It is a service we provide to our
custoners. W very nuch appreciate the
i nvol verment of the PUC in providing us direction.
If you go back to 15 years ago there were
significant, reasonable review risks. And we have
a very narrowy constrai ned area of discretion on
the AB 57 conpliance plan, which nakes us very
confortable in terns of our procurenment.

And gi ven the existing extent of CPUC
control, it isn't clear to ne what nore the CEC is
recomrendi ng in terns of oversight of the process.
There are issues with regard to the CEC staff's
under st andi ng of what we do in the procurenent
process. 1'd be nore than happy to nake sure that
we work with them and provi de sone of that insight

and visibility of the process.
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Secondly | would |like to point out that
with regard to feed-in tariffs we did proactively
support devel opnent of the water and wast ewat er
treatnent feed-in tariff. W are not opposed to
t he underlyi ng concept. However, we do suggest
that the CEC be cautious in advocating further
devel opnent of feed-in tariffs. Qur viewis that
the prinmary inpedi nents to devel opment of new
renewabl e technol ogy are the transni ssion, the
permtting and financing of projects, not so nuch

the contractual form

PRESI DI NG MEMBER BYRON: " msorry,
woul d you pl ease -- Maybe | didn't hear all of
that but | amnot quite sure | grasp that,

M. Sil sbee.

MR SILSBEE: What |'msaying is --

PRESI DI NG MEMBER BYRON: Wbul d you
repeat that or clarify it.

MR SILSBEE: Ckay, let ne try to
provide a little nore detail into what | was
attenpting to communi cate. The prinmary
i mpedi ment - -

THE REPORTER: M. Silsbee, will you
pl ease speak into the m crophone.

MR SILSBEE: Ckay. | was actually

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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trying to step back fromthe mc so | could talk a
little louder. | always seemto have this problem
so let ne know if you are not hearing me.

THE REPORTER: Thank you.

MR SILSBEE: | think the report
recogni zes the barriers that we in see the
renewabl e devel opnent. Transni ssion is obviously
a significant issue. Pernitting can be an issue
and financing can be an issue. And that's one of
t he reasons, of course, we are signing RPS
contracts that go 10 to 20 years, to provide sone
of the financial certainty to project devel opers.
We don't see the form of contract as being as
significant with regard to the devel opnent of new
renewabl es.

And of course when we tal k about a feed-
in tariff the issue we are taking here is instead
of having an RPS-type contract with a solicitation
it is either a fixed price that is subject to
periodi c adjustnent by the Conmission or it is
some kind of a standard offer contract. And we
just don't see pursuing the devel opnent of feed-in
tariffs to have the same | evel of bang for the
buck in ternms of renewabl e devel opnent as deal i ng

with sonme of the other issues, particularly
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t ransmi ssi on.

PRESI DI NG MEMBER BYRON: Thank you, and
I think I do understand what you are saying. In
fact, ny difficulty was the topic was feed-in
tariff and then you started tal ki ng about
transni ssi on and procurenent and standard offer.
Were you here at our feed-in tariff workshop | ast
week?

MR SILSBEE: Unfortunately | was not.

I did review the presentation that Marcie Bergdorf
provi ded.

PRESI DI NG MEMBER BYRON:  Your comments
exenplify one of ny primary concerns. And that is
that the utilities only look at this through their
own lens. |In fact, it seens everybody | ooks at it
through the utility procurenent |lens. Wat we are
rally interested in is a way of getting to these
renewabl es. Not necessarily the transni ssion
| evel .

We are tal king about, | believe we are
going to correct our recomendati on based upon
t hat workshop to procurenent. W are not going to
suggest a pilot project. W are going to suggest
that we |look at feed-in tariffs for all renewabl es

| ess than 20 nmegawatts.
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So | don't believe that nost of those
will require transm ssion. | don't believe that
most of those will require utilities to enter into
contracts. Wat we are looking at is a way to
i nfuse nmore renewables into the systemthat don't
have to go through this conpl ex and convol uted
utility procurenmnent process.

Now we are very concerned about the risk
that that represents to the utilities and | hope
really what we are tal ki ng about is to your
custoners. W can appreciate your concern but
that is going to probably be the reconmmendati on.
Is there any other correction on that, Madane
Chai rman? We were noting that while Ms. Korosec
was gi ving her presentation, that we have nade
sone changes.

ASSCCI ATE MEMBER PFANNENSTI EL: Real -
ti me changes that are goi ng on based on that
di scussi on.

MR. Sl LSBEE: I very nuch appreciate
that. One of the concerns, of course, was the
recomrendati on for pursuing feed-in tariffs above
20 negawatts.

ASSCCI ATE MEMBER PFANNENSTI EL: But |

woul d al so say that | think that the jury is stil
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out on the above 20 negawatts. dearly
transm ssi on and ot her issues need to be addressed
under any circunstances. You know, whether you
have feed-in tariffs or not you still have
constraints that are first in order of what we
need to deal with.

But we are hearing -- And we didn't hear
much at the workshop but we have heard ot herw se,
and in fact we heard in the '07 | EPR process, that
dealing with the utilities and trying to secure
i ndi vi dual contracts and then getting financing on
those contracts has been an obstacle to the | arger
devel opers, the RPS | arge devel oper, renewabl e
devel opers.

So, | nean, | don't think we have | eft
that issue but we did hear that probably sooner
than that we could get this group of one to 20
megawatts on-line faster with a fixed feed-in
tariff, and that is the idea of a feed-in tariff,
that woul d be cost-based, not MPR-based. And that
woul d be nust-take. The energy would be nust -
take. So our sense is if you do it there you get
sonet hi ng sooner rather than later. There was
just a correction on what we had in the original

report.
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MR SILSBEE: |If | could ask for
clarification when you say cost-based as opposed
to MPR-based.

ASSCCI ATE MEMBER PFANNENSTI EL: Ri ght.
Technol ogy-based rat her than gas-fired based.

MR SILSBEE: Ckay. So the notion would
be a fixed paynent anount by technol ogy rather
than tying the paynent to the MPR

ASSCOCI ATE MEMBER PFANNENSTI EL:  Yes.

MR, SILSBEE: Ckay. | appreciate that.
W will take, you know, the comments that you have
made into consideration and we will have conmments

on the 16th.
PRESI DI NG MEMBER BYRON: If I could
el aborate on one point. As you know we are
wor ki ng on the transm ssion i ssue and the Energy
Conmi ssion i s spearheadi ng the RETI process. And
| feel very strongly that we need to get
transm ssion fixed and we can't put all our eggs
in that basket in order to get renewabl es noving.
And that's why it is so inmportant that
we get the utilities and the system operators to
begin to enbrace the notion that there's a | ot
that can be done on the distribution system

There's a lot of capital in the private sector
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that's willing to put nopney into renewabl e
generation

And we need to get out of the context of
| ooking at this just fromthe utility perspective.
We need to figure out how do we acconplish the
state's goals. And | really ook to the | SO and
the utilities to enbrace this rather than continue
to resist it.

MR SILSBEE: | amnot sure | would
characterize our position as resisting it. But
certainly one concern that we have expressed al
al ong the process is trying to bal ance the soci al
obj ectives here with the cost to our customers.

PRESI DI NG MEMBER BYRON: Right. But as
I have pointed out to others, executives in your
conpany and others, we don't hear your concern
about the price of natural gas fluctuating and
going up to $15 a mllion BTU this |ast June or
July. You just pass that cost through to
cust oners.

And in essence | think that is the way
to begin looking at feed-in tariffs. W are
maki ng a soci etal decision here and the state has
been pretty clear on this. And | think we can

antici pate knowi ng that Speaker Bass has assi gned
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to sone assenbly nenbers to get an RPS bill done.
We know that the Governor's Ofice policy is to
move to 33 percent. It is the policy of this
comm ssion for a long tine. This is a soci al
deci si on that we are neking.

And | amso glad that there is the

Public Uilities Conmm ssion in San Francisco to
protect custonmers fromhigh costs. But this is
one of those issues that | think we need to start

sayi nhg, okay, we are going to pass this cost
through just Iike we do natural gas but we don't
li ke natural gas as nuch as we |i ke renewabl es.

It is a philosophical difference here
that we are looking for transitioning, | think, on
the part of not just investor-owned but the
publicly-owned utilities. M. Silsbee, | amso
sorry to pick on you. You have other points you
want to make.

MR SILSBEE: Just one nore. | would
like to talk briefly about the SGAP. | did
participate in the workshop on the SG P and it was
nore of a question and answer session with the
consultants. | appreciate the openness.

My observation though is that we aren't

very far along in the process. There are sone new
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things that cane out in the draft | EPR report that
really haven't been di scussed at the workshop
There's still work to be done to finalize the
nunmbers, which aren't yet there. And | would just
ask the Conmi ssion to consider the possibility of
trying to goon alittle slower track here and
bringing this up at the front end of the 2009 | EPR
rather than trying to rush things into the 2008
| EPR Updat e.

There appear to be sone fairly
interesting and intriguing new i deas presented
such as the attenpt to link up feeder or
distribution systeminpacts on a project by
project basis. And we are doing sone work in that
area with regard to distributed generation.

Excuse ne, with regard to denand response, not

di stributed generation. Were we are | ooking at

i mpacted circuits and | ooki ng at where the demand
response participants are with regard to those
circuits.

This is a different take on it. | am
very interested in what the consultant has done.
But | really would like the opportunity to have
sone revi ew process before this just kind of hits

the street. So | would ask you to consider
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del aying the --

PRESI DI NG MEMBER BYRON: | appreciate
that. The reason | laughed a little bit to nyself
is because | feel the schedule is very conpressed
as well. And | agree with you, it is noving very
quickly. But there is a |legislative mandate on
that particular review and that report nust be
part of this | EPR

I am al so holding the staff responsible
to mai ntaining our schedule as well. W are
committed to get this | EPR out by the end of the
year so that we can get to work on the '09 | EPR
and the 40 or so workshops that we need to conduct
in order to do that.

So | appreciate your concern there. Al
I can ask is that you pl ease provide us thorough
witten comments so that we can incorporate
necessary changes based upon those comments.

MR. Sl LSBEE: Is the obligation to put
the SGA P findings -- excuse nme. |s the obligation
to put the SA@P findings in the | EPR or just
conpl ete the Conmi ssion's evaluation by the end of
t he year?

PRESI DI NG MEMBER BYRON: Wl | .

M5. KOROSEC: It is to include it in the
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IEPR. It says it will be included in the 2008
I EPR

MR. SILSBEE: Ckay. So you nay not have
the flexibility.

MS. KOROSEC: Excuse ne. Rachel may
have a clarification.

PRESI DI NG MEMBER BYRON: Go ahead,

Ms. WMacDonal d.

MS. MacDONALD: Hi, Rachel MacDonal d. |
would like to clarify that the actual |egislative
obligation was to conduct the evaluation before
Novenber 1 and it is inclusion in the | EPR

| amrunning -- | amthe contract
manager on this and yes, it is a very conpressed
schedule. We are running a parallel kind of
process to this because we have got results and we
have the draft com ng out as was stated, hopefully
| at er next week.

I amgoing to be publicly posting that
as a notice and then all ow a comment period and
include that. So it is very conpressed but there
is tine for interaction still. So | would like to
vol unt eer that.

MR. Sl LSBEE: | appreciate that.

PRESI DI NG MEMBER BYRON: | had the

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

pl easure of going to Southern California and
meeting with sone of the executives in your
conpany and | have done this with the other
i nvestor-owned utilities as well. Soliciting
their input and the assignment of nmanpower to
this.

| know it is a trenendous comm tnent for
the public and for conpanies |like yours to

participate in this process but we think it is so

important. | apol ogize for the conpressed
schedul e but | feel conpelled to neet these
deadl i nes. As you know, we get taken to task as

wel | when we don't get the work done that we have
been assigned to do.

MR. Sl LSBEE: | appreciate if you have
deadlines to get back to the Legislature. It
behooves you to neet those deadlines. And we'll
work as best we can within the schedul e.

That concl udes ny comments. |
appreci ate your listening to nmy suggesti ons.

PRESI DI NG MEMBER BYRON: I f you will
wait a nonent we may have sone questions for you.

ASSOCI ATE MEMBER PFANNENSTI EL:

M. Silsbee, in tal king about procurenent you

i ndi cated that Edi son has no skin in that gane.
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Yet in fact your custoners do, clearly.

And there seenms |ike -- There doesn't
seemto be, | guess, a special incentive to the
utilities to mnimze the gas costs that are

passed t hrough. And yet as Conmi ssi oner Byron
just pointed out, there really is, you know, a
concern about passing through renewabl es costs. |
just think that's sonewhat disingenuous. | think
t hat we need to be careful about where the
i ncentives are. And part of the Energy
Conmmi ssi on's reconmendati ons on procurenent is to
try to build some comrmon ground for incentives.

But the other point on being indifferent
to procurenent. | guess | have heard fromthe
utilities in the past, and | didn't see anything
on it this tine, sone preference or sone
reluctance to take on too nuch in the way of
purchase power because of the debt equival ency
i ssue and there's a difficulty being too nuch
obl i gated on purchased power. |Is that an issue?
I's that sonething that you have -- do you have a
certain anount of procured power conpared to
utility-owned power that is your preference?

MR SILSBEE: Certainly debt

equi val ence, credit and collateral are all issues.
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We don't have a particular target with regard to
sone percentage of UOG  But, you know, clearly
additi onal rate-base investnent hel ps enable nore
support for | PP because of the | eaning of the | PP
projects on our own financials.

Let nme take on a couple of responses to
poi nts you have nade.

ASSOCI ATE MEMBER PFANNENSTI EL: Pl ease.

MR SILSBEE: The CPUC did | ook into the
i ssue of procurenent incentives a nunber of years
ago. Qur very strong concern w th procurenent
i ncentives is that they create a nisalignhnent
between the interests of our custoners and our
financial interests as a conpany. | think our
nmost i nmportant consideration here is we want to be
able to freely act on behal f of our custoners
wi t hout having to worry about any di ssonance in
our decision-nmaking. For that reason we can't --

PRESI DI NG MEMBER BYRON: So not to worry
about what? |I'msorry, you trailed off.

MR, SILSBEE: Any di ssonance between the
goal s of doing what's best for our custoners and
what mi ght be the financial ramfications to our
sharehol ders. W like to see a nice, tight

alignnent. And we believe that not having
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procurement incentives is the better way to go on
t hat .

When | said no skin in the gane | was
really tal ki ng about the narrow fi nanci al

ASSOCI ATE MEMBER PFANNENSTI EL: You're
tal ki ng about the sharehol der interest. The
shar ehol ders have no skin in the gane.

MR SILSBEE: Yes. | think very clearly
electricity is an essential comopdity for the
state. | think very clearly the economc well -
bei ng of custoners in our service area is
intrinsically tied to the financial health of our
conpany and an ability to support the
infrastructure of the state and vice versa. And
so we do care a |l ot about our custoners. I don't
want to suggest by saying there is no skin in the
gane that we don't.

ASSOCI ATE MEMBER PFANNENSTI EL: |
understand that and | am not going to argue the
question of procurenent incentives. But | do
think it raises fundanmentally the question that we
have put on the table. I's the current procurenent
process really balanced for custoners in the way
that takes into account the nany issues that we

have raised. | think that is still an open
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question. | amnot the |least bit convinced the
current process does everything that we as public
policy people would want to have done, that's all.

PRESI DI NG MEMBER BYRON: M. Tutt.

ADVI SOR TUTT: Carl, with regard to
feed-in tariffs. It is nmy understanding that in
the nbost recent RPS procurenment plan Edi son has
recomrended expanding feed-in tariffs to al
renewabl es under 20 negawatts. |Is that true and
can you explain a little bit about your thoughts
t here.

MR SILSBEE: | believe it is true but
unfortunately | don't have the details, which is
why | didn't raise this point earlier in response
to Commi ssioner Byron's questions on the topic. |
can provide sone additional details to you if
you'd like but 1'll have to go back to the people
i n our renewabl e procurenent area.

ADVI SOR TUTT: Well, or perhaps in your
witten comments then.

PRESI DI NG MEMBER BYRON: If that is the
case you can certainly preenpt any one of our
recomrendati ons at the PUC with your proposal, |
think that's a great idea.

MR, SILSBEE: Good.
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PRESI DI NG MEMBER BYRON: M. Sil sbee,
t hank you very nuch for your comments.

MR. SILSBEE: Thank you

PRESI DI NG MEMBER BYRON: The next card |
have is from M. Edwi n Sawer or Sayre, ACRE

MR, SAYRE: Thank you. | am chairnan of
ACRE, Advocates for C ean Responsi ble Energy. W
are a group of about 30 engineers, nostly retired.
A few are still working. And scientists who have
over 30 years of experience in energy systens.

The California Energy Conmm ssion
recogni zes that renewables, prinarily solar and
wi nd, are clean sources of energy. You cannot
i gnore the physical fact that since they both have
a 20 percent capacity factor it will be inpossible
to neet the future goals of California wthout
substantial anmpbunts of safe, dependabl e and
econoni cal energy storage.

Punped water storage is the only safe,

dependabl e and econoni cal storage source that has

been proven. |If Californiais to neet its goa
for wind and sol ar power by 2020 it will require
8, 310 negawatts of punped storage. This will nmean

four storage sites the size of Hoover Damw th two

| arge reservoirs each. If we need to neet the
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goal of 2030 it will require 19,300 negawatts of
storage. This would require ten sites the size of
Hoover Dam \Where can we put these sites in
Cal i f orni a?

Si nce solar and wi nd renewabl es are a
cl ean source of energy the California Energy
Conmmi ssi on nust provide support for devel opment of
efficient, safe and reliable energy storage
because neeting our goals for the use of
renewabl es depends conpletely on it.

Even though the majority of California
citizens are in favor of nucl ear power, because of
pressure from anti-nucl ear | obbyi sts the
Legi sl ature has been agai nst nucl ear power. This
gover nnent anti-nucl ear policy has had an adverse
effect on the assessnent of California's operating
nucl ear pl ants.

This is included in the 2008 I ntegrated
Energy Policy Report. It does not include that
over the last 50 years the nucl ear power plants
have dernonstrated being the safest, npst
econoni cal and nost reliable and environnentally
cl ean power source in the world.

The report stated that Di abl o Canyon and

San Onofre Nucl ear Generating Station could have a
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maj or di srupti on because of an earthquake or plant
aging. Wile this is a possibility for any energy
source in California, based on the world
experience the probability of this happening to
Di abl o Canyon and San Onofre is extrenely | ow.

Around the world the cause of shutdown
of a nuclear plant is not a problemof the basic
reactor system It is usually caused by a problem
with the electrical system such as a transforner
fire, turbine problems, heat exchangers, steam
generator cooling systens and so forth. The
eart hquakes i n Japan have proven that basic PWR
and BWR reactor system design can survive a 7-
| evel earthquake with no significant harm

The nmgpjority of nuclear plants in the US
have been upgraded and extending their life for
anot her 20 years. California should take
advant age of this experience and do the same
thing. There is a huge econom c advantage for the
utility users and the utilities.

Fear of stored nuclear fuel is cause for
the | ack of know edge of what it is. It is not
nearly as dangerous as sone people believe. It is
a solid, hard-rock nmaterial with npst isotopes

internal, the urani um oxi de rock encased in
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zi rconi um t ubes.

When the used fuel cones out of the
reactor, because of the high decay reading, it
nmust have significant cooling with water. Wthin
a few nonths the cooling requirenments have dropped
significantly. 1In the event cooling water in a
fuel pool |eaks out the fuel can be sufficiently
cooled with a fire hose.

There is only a very snall anmpunt of
i sotopes in the fuel that can be rel eased and
taken up by the human body. And nost of them do
no harm except for |odine 129 which goes to the
thyroid gland. This can be taken care of if the
i nstance happens.

Used nucl ear fuel is not a good target
for terrorists. Nuclear fission used in a nodern
nucl ear plant where the used fuel is reprocessed
and recycled and the fission product separated and
refined for comrerci al use and the non-usabl e
i sotopes transnmuted for short storage and then
returned to the environment, is the nost safe,
economnmi cal and environnentally friendly source of
energy that can be used by California for the
future. The California Energy Comm ssion nust

give it full consideration for the future econony
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of California. Thank you.

PRESI DI NG MEMBER BYRON: Thank you,

t hank you for your commrents. |If you would like to
hel p provi de sone responses to a few of those
i ssues that you have raised, if | nay.

MR, SAYRE: All right.

PRESI DI NG MEMBER BYRON: First of all |
am sure, M. Sayre, that you are famliar with the
| aw t hat has been on the books for a nunber of
years here in California.

MR, SAYRE: Yes.

PRESI DI NG MEMBER BYRON: And al so you
may be aware that there was sone effort. Assenbly
Menber DeVore | ast year attenpted to introduce
sone legislation to revise that law. So you are
aware of that also.

MR, SAYRE: Yes.

PRESI DI NG MEMBER BYRON: Apparently it
did not nmake it out of committee. | was at a
meeting with Assenbly Menber DeVore a coupl e of
weeks ago. The first that | had net himand heard
hi m speak and | was quite i npressed. He has got
sone very good argunents that he has put forward
as well to his coll eagues.

But | believe, based upon ny tenure here
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at the Conmission, that change in law will be
necessary before this Conmi ssion will be able to
make any kind of finding or take any kind of
action.

MR, SAYRE: The Warren-Alquist lawis
hol di ng you up from doi ng anyt hi ng.

PRESI DI NG MEMBER BYRON: No, it is not
the Warren-Alquist law. | amnot famliar and
am not sure that there is anyone here that | can
turn to and ask specifically but it is not the

Warren- Al qui st law. There is another |aw that has

been on the books, | believe, for over 30 years,
however . So | know that there is sone novenent in
the Legislature although, like | said, | don't

think it is has found its way out of committee.
The other, as you may well be aware,
that there is a group that seens to be getting
nmor e sophisticated that we have net with nore than
a couple of tines, nyself and other Conmi ssioners,
from Fresno that is intent upon building a nuclear
power pl ant.
All 1 can tell you is that we have net
with them and we have tried to answer their
questions froma |l egal point of viewin terns of

the law that is currently on the books. And |
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think it is fair to say that they will persist.
don't think they are going to give up any tinme
soon. So there are sone, there are some things
that are taking pl ace.

But this Conmission is constrained in
terns of what we can do. The reason that is being
addressed in this EPR is Assenbly Menber
Bl akesl ee did pass a bill, | believe it is AB
1632, that requires us to | ook at the i npact on
reliability and safety for the unexpected shutdown
of | arge power plants, which happened to be the
two sets of large nuclear plants. So that's the
nature of the report that is involved in this
particul ar | EPR cycl e.

And | think it is a really good
question. | think the Assenbly Menber is very
t houghtful in what he is attenpting to do there.
There's a nunber of reasons that those plants'
units could shut down. You nade reference, |
beli eve, to the Kashi wazaki - Kari wa power pl ant
t hat experienced an earthquake | ast year in Japan.
The | argest single-site nucl ear generator in the
world. | believe it is over 8200 negawatts of
power generation

And the result of that earthquake, no
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one was injured, no one was killed, no rel ease of
radi ation. But that unit, all five units have not
been operating for the last 16 nonths as a result
-- I"'msorry, 15 or 14 nonths as a result of that
eart hquake. So that was --

MR SAYRE: Yes, but none of them were
damaged. The nucl ear system was not damaged one
bit in any one of those plants.

PRESI DI NG MEMBER BYRON: Correct,
correct. Well we don't know that for sure. W
know there's a great deal of inspections that have
been goi ng on.

MR SAYRE: Well npbst of us who were in
the nucl ear area know that that's the fact so far.
We have all this prevention

PRESI DI NG MEMBER BYRON: Ri ght . So |
think it is a legitimate concern that the Assenbly
Menber has raised in passing his |egislation and
that is really what we are looking at. |Is the
i npact that that would have if for whatever reason
those units were shut down. |If there was a
licensing incident that took place in Wsconsin,
for instance. W know that could also potentially
affect those units as well. So that is the extent

of what we are | ooking at, this particul ar issue
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in this | EPR

MR SAYRE: | think that's right. |
know you are |l ooking at all these things. | think
t hough that the attitude of the CEC has been
negati ve and there has not been any push to | ook
further and | ook nore in the future of using
nucl ear power in California and taki ng advant age
of the fact that nobst of the states in the United
States now are in favor and are pushi ng nucl ear
power for the future.

PRESI DI NG MEMBER BYRON: That is a fair
accusation. | can tell you, however, this
Conmmi ssion | ast summer held two days of wor kshops
on this subject. And we had the Yucca Muntain
fol ks here and the Departnent of Energy fol ks and
we qui zzed them extensively.

| believe that this is not just an issue
that needs to be discussed about the future of
nucl ear power. We have four operating reactors in
this state. And the federal governnent has a
responsibility to take spent fuel and they are not
fulfilling that responsibility. So we are
concerned about it in that regard as well.

MR, SAYRE: Well the other thing I

pointed out in ny conmments is that California
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shoul d be al so pushing reprocessi ng because that
is going to be very critical to our future. And
also we need fast reactors to really make it
econoni cal

The used fuel in California right nowis
worth over $3 billion. The econonic value of it.
Every ton of used fuel is worth over $20 million.
The fission products used fuels, nobst people think
they are very dangerous. Ni nety-five percent of
t hem have econom c value. Only a very snall
percentage is not usable. That has to be taken
care of as waste

PRESI DI NG MEMBER BYRON: Wl if you
have a buyer for that fuel |'m sure that Southern
California Edi son and PGRE would love to get rid
of it.

MR, SAYRE: | guarantee you there wl|l
be a buyer. |If they reprocess their fuel and
separate those out and purify them for commerci al
use there's a buyer for every one of them

PRESI DI NG MEMBER BYRON: Sir, any other
questions? Sir, thank you for your comrents,

t hank you for com ng.
I have another -- My next card is al so

from 1'msorry, Advanced Cl ean and Responsi bl e
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Energy, M. Ray WIIi ans.

MR WLLIAMS: Yes, Robert WIIians.

PRESI DI NG MEMBER BYRON: "' m sorry. |
shoul d know t hat .

MR WLLIAMS: | amvery pleased to be
here. | have a one-page handout for nenbers of
t he Commi ssi on up here.

PRESI DI NG MEMBER BYRON: Actually if you
wi Il save your comrents until you are back at the
m crophone. W& will take your handout.

MR WLLIAMS: Ckay. And here's a set
of handouts to pass around at the head table here.

| am Robert WIlliams. | have a degree
in chem cal engineering from Stanford, an MBA from
Santa Clara, three years of training in the GE
Advanced Engi neering Trai ning Program | worked
for 30 years in the electric power industry. Ten
years at Ceneral Electric where | designed
reactors, 20 years at Electric Power Research
where | was responsi ble for fuel cycle prograns,

i ncl udi ng the waste disposal.

| guess now that | amretired | have the
| uxury of preaching to committees and things. And
I think the first preachnment | would nake is not

on ny paper here. But it is very inportant and
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very difficult to tell truth to power. You have
that | uxury because you are a Comm ssion with
access to the CGovernor and the Legislature. So
here are sonme of the things that | would alert you
to.

I think your forecast may be off. |
haven't followed all of the machinations of the
| EPR but | don't believe you are nmaki ng an
adequate all owance for the electric power
requi rements for electric power that is plug-in
and hybrid electric vehicles.

My recollection, | don't have all the
data | used to have access to, but the
transportation sector alone has about as nany
quads of energy burned as the electric power
i ndustry. So if you just electrified
transportation you woul d doubl e the requirenents
for electric power. So | think you are not naking
enough all owance for a |large growh scenario in
the electric power industry.

Secondly | would say sone type of
common-sense confirnati on of energy cost is
needed. Let ne relate to you a personal
experience. | ama retiree. | just have sold ny

house and noved to a retirenent conmunity in the
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m dst of the biggest financial crisis we have seen
in the United States.

I amvery sensitive to the idea of
subpri ne nortgages. Subprine nortgages were a
soci etal mandate. Everybody thought they were a
wonder ful idea but a few people didn't take into
account that extra regul ati on night be required.
And so truth didn't get told to power until it was
very, very | ate.

Now | think we are fooling around with
sone subprine technologies. |If we don't get
everything just right. M coll eague, Ed Sayre,
has pointed out the vulnerability of these
advanced technologies to the need for reliable
st or age.

There is a second elenent in that as
well which is the need to assign the
responsibility to provide reserve power nargin.

If you don't have adequate power on the grid, you
don't have enough spinning reserve, you can | ose
the whole grid. You don't just |ose a fraction of
it, the whole thing can go unstable. And unl ess
there is a provision for a |lot of |oad shedding
and bl ackouts the whol e thing can black out. |

haven't seen anything in this report that deals
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adequately with a requirenent to provide reserve
mar gi n.

The other thing |I am skeptical about is
the econonics. A great deal of ny career was on
econoni cs. And when you start putting together
t hi ngs that add avoi ded costs and credits for
this, that and the other thing you need a touch-
poi nt of sanity. And the touch-point of sanity
woul d be to start maki ng annual conparisons of the
cost of power provided in different grids in
different parts of the United States and even in
different parts of the world.

I would be far nore reassured if | -- |
have time of day netering in California. And I am
always a little bit taken aback when the cost of
ny peak tinme of day is around 32 cents per
kil owatt hour for ny electricity. That's way up
there in terms of affordability. |If we nade
gasoline -- If we powered autonobiles with that
price of electricity we would be tal ki ng about $10
or $15 per gall on gasoline.

We are very vul nerable to taking small
pr ot ot ypes whi ch get subsidized with basically
built-in taxes in the electric energy supply

system and then di scovering that they are way too
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expensi ve when they start to be a significant part
of the grid.

So | am quite concerned that many of
t hese technol ogi es are a subprinme technol ogy that
is going to |l ead us down the prinrose path,
despite the fact that it is a very valid societal
goal inposed by the Legislature. W would al
love to keep the world safe from greenhouse gases.
But we better be realistic about how we do it or
we will have a technol ogy crisis on our hands
simlar to this nortgage crisis.

So havi ng spent ny career in nuclear
energy you can see the direction |I'm headed. |
think if the transportation sector is taken into
account particularly, nore consideration of
nucl ear power is required. | heard your conmments
to M. Sayre. W have both been up here
testifying on the need to anend the Warren- Al qui st
Act. And | realize that that hasn't been done and
SO0 you are under sone constraints.

But | believe your main constraint is to
tell truth to power. |If there are sone
vul nerabilities in what you are being asked to
pursue | don't think you should your head down and

doggedly pursue them You should say, gentl emen,
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we have done this | EPR report. W have got all
t hese nonenclatures |lined up. But we are talking
about produci ng gasoline at $10 a gall on
effectively. W are afraid that will have sone
severe energy inpacts. W are talking about high-
priced systens with very great vulnerability to
out ages and we are not sure who is going to be
responsi bl e for the spinning reserve.

You can see ny nore carefully chosen
remarks in my witten handout. Thank you.

PRESI DI NG MEMBER BYRON: Thank you.
Thank you for conming and providing these to the
Conmi tt ee.

M. Bob Burt. And you abbreviated all
three words in your association. Wuld you pl ease
expand t hem

MR, BURT: | represent the |Insulation
Contractors Association. And | rise to point out
that there is a hole in California' s energy
efficiency process. At present virtually all of
t he neasures which we work on in energy efficiency
are either devised by the utilities which nmanage
the progranms or with some i nput fromthe
regul atory staff.

| believe that it defies conmmon sense to
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assune that such a snall group of people, even if
they all have active inmaginations, is enough to
gi ve us a thorough panoply of good neasures.

And to that end | suggest that there be
sone set of regular, a regular process. | would
assune noticed hearings, which possibly by the
PUC, which woul d consi der proposed new energy
efficiency neasures, reflect on those proposals,
and then consider to what extent they shoul d
become part of our regul ar active proposal
acti ons.

And with that | conplete ny prepared
remarks. | can't resist while | am standi ng here
noting that there's not nuch recognition, anywhere
apparently, of the trenendous scal e of
California' s energy business. And blithe comments
about replacing 30-odd percent of it or sonme other
number within sone short tine have to be
recogni zed as just that.

I would go back further and say |
endured for sone years of ny life being an active
| obbyi st and that led ne to two concl usi ons about
t he subject of law. Number one, it doesn't very
often nake sense. And nunber two, it seens to be

fairly easy to change if, in fact, you have a
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reasonabl e nunber of canpai gn contri butions.

That doesn't necessarily help this
Conmmi ssi on. But at the same tinme there is in the
Legi sl ature sone consi derabl e respect for those
agenci es which are stuck with the job of dealing
with energy. So | will kind of support one of the
earlier comments about telling truth to power.

Wth that | withdraw and ask if there
are any questions about ny initial proposal?

PRESI DI NG MEMBER BYRON: There's a
little cynicismin your conments about
| egi sl ation. Can you offer us any hopeful words,
M. Burt? | mean, let nme ask you a specific
question with regard to your | obbying skills.
Have you been able to convince Ms. Burt on using
conpact fluorescent |lights yet?

(Laught er)

MR, BURT: Well, there is another
aphori sm whi ch doesn't really affect here. And
that is that any man who clains he is the boss at
home will 1ie about other things.

(Laught er)

MR, BURT: So | have not had nuch skill
at convincing Ms. Burt of things that she really

wi shed to disagree. But | don't believe that that
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is apropos to the business of | obbying. Lobbying
is entirely a matter of, one, speaking
per suasi vel y when you get the chance. But two,
havi ng an audi ence willing to give consideration
to what you say.

And the second point is the reason that
I say that | observe that the Legislature does
seemto have a fair anmount of respect for the
agencies that it sticks with the job of conducting
our energy process. That observation of mine is
not based on a lot of happy results, it is sinply
based on a few tinmes when it seened to work. |
can't go nuch further than that, sir.

PRESI DI NG MEMBER BYRON: I would like to
only add one thing, and that is, of course, the
i ndustry that you represent is extrenely key to
what we are recomrending first and that is, energy
efficiency. Beyond trying to address all of our
concerns by building additional generation.

This Conmi ssion and the Public Utilities
Conmmi ssi on have certainly pushed, we believe,
energy efficiency to the limts. You may be aware
in our Joint Proposed Decision on trying to reduce
greenhouse gases we are going to press for 100

percent economically efficient, econonically
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achi evabl e energy efficiency.

MR, BURT: The reason | nake this --

PRESI DI NG MEMBER BYRON: And i nsul ation
is a big part of that.

MR, BURT: The reason | made this
recomrendation is that | have taken part in
vari ous workshops in the past and nade suggestions
on new and different energy efficiency neasures.

I have never seen subsequently any sign that those
suggesti ons were even gi ven serious consideration
So it seens to nme that if there is a fornal
process it is nmuch nore likely that serious

consi derati on woul d occur.

PRESI DI NG MEMBER BYRON: Wl l, | don't
know how to respond to that except to say thank
you. |Is there anyone on our panel that would |ike
to speak to what M. Burt just said? Not
requi red. M. Burt, thank you very nuch for your
comments. |'msorry, Mke, did you want to say
sonet hi ng?

MR, GRAVELY: Yes. This is Mke Gavely
fromthe Comm ssion's energy research and
devel opnent area. And | do think there are some
programs in place. You nentioned specifically

efficiency and | do think -- In research and
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devel opnent we do and the efforts we try and get
to.

And we do have public hearings and a
public process and al so other areas to get
di fferent technol ogi es through the validation
phase, then to the research and devel opnent
progranms and then into the Conmi ssion -- the
utility incentive prograns. And so if you have
suggestions | certainly would offer ny assistance.

PRESI DI NG MEMBER BYRON: Pl ease speak
into the m crophone, M. G avely.

MR, GRAVELY: Ckay. | would certainly
say that we have a very aggressive research and
devel opnent programto bring new energy efficiency
technologies to the utilities and would wel cone
your recomendations or comments to our staff.
"Il give you ny card and feel free to contact ne.

MR. BURT: I am well aware of that
process. The particular nmeasure | am npst
interested in does not require the slightest
anmount of research and devel opnent, it sinply
requi res some effort to inplenent. Thank you

PRESI DI NG MEMBER BYRON: Thank you,

M. Burt. The next card | have is Noah Long from

NRDC.
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MR, LONG  Thank you very nuch
Conmmi ssi oner Byron and all the rest of the
Conmi ssi oners here who have worked so hard on this
report. And also thank you to the staff, | know
it has been a long tine coning. | just would like
to say a couple of things as introductory here.

First of all, I will be reading comments
on a nunber of chapters. The coments were
prepared by staff across NRDC so if you have
questions on those comments | might be able to
answer them but | night just have to take them
back to other staff nenbers and we can either
respond directly or put themin our, the responses
in our witten comrents.

ASSOCI ATE MEMBER PFANNENSTI EL:

M. Long, if you have witten material nmaybe it
woul d be nore efficient then if you put themin
just in your witten comments. Just comment today
on things that we coul d di scuss.

MR LONG Sure. |If you don't nind, |
would like to just briefly nention a nunber of
areas across the, across the chapters. | have
been asked by ny coll eagues to nake sure that they
are brought up here. Just to nake sure that they

are put into the record and that we have tine to
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di scuss themin the days coning before the final
report.

So I'll speak first about the renewabl e
energy issue in Chapter 1. And with regard to
transni ssion, NRDC really comrends the Conmi ssion
and the staff for the significant progress and
conti nued hard work on overcom ng transm ssi on
i ssues. The Legislature -- sorry.

As you know the |l egitimte concerns
about siting transnission projects. There's a
nunmber of real obstacles with regard to
transm ssion in achi eving our renewabl e energy
goals. And we appreciate the Comm ssion's
| eadership in the RETI process and we | ook forward
to continuing to work with the Conmi ssion in that
process.

CGeneral |y speaki ng we support the
identified recomendati ons for transni ssion
barriers as noted in Chapter 1. However, while we
have made significant strides toward addressing
these barriers, a lot of work renmains to be done.

We agree that there are opportunities
for joint transm ssion projects, which may occur
as a result of planned collaboration efforts

currently underway. However, NRDC reconmends t hat
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t he Commi ssion actively work towards resol ving
identified issues for joint transni ssion projects
to avoid nmultiple lines in the sanme area and
direction, which is noted, to create unnecessary
envi ronnent al burden, inpact, controversy and
del ays.

In addition, mitigating the inpacts of
| arge scal e renewabl e projects and new
transmission lines in the California desert wll
be extremely difficult. Therefore we urge the
Conmmi ssion to initiate planning for conprehensive
mtigation strategies as early as possible.

We fully support the proposed funding to
hel p | ocal governnents devel op renewabl e ener gy
el enents for general plans. This effort is an
i nportant way to educate the public on the rol e of
new transm ssi on and achi evi ng our aggressive,
renewabl e goals. I n addition to the proposed
fundi ng NRDC urges the Commi ssion to also offer
assi stance and expertise in that planning process
to produce informed and effective deci sions.

Lastly with regard to the transni ssion
effort. As everyone knows there's been a great
deal of controversy and continues to be

controversy with regard to transmn ssion. And
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whil e we obviously support the effort to pursue
further transmnission we think that the side-by-
side effort to work on continued distribution, it
will really aid that effort. To be sure that we
are pursuing all possible approaches to renewabl e
energy and that those lines that are built are in
fact necessary to neet the renewabl e energy goals
as stated by the Governor and by the Legi sl ature.

Movi ng on to Chapter 2 with regard to
demand forecasting. W appreciate the clear and
t hor ough di scussi on of denand forecasting
chall enges in this chapter and commend t he
Conmmi ssi on and your staff for the active role in
bri ngi ng toget her key players and identifying
potential solutions and tine |ines for addressing
the conplicated i ssue of enbedded energy
efficiency in the denand forecast.

We | ook forward to our continued
participation in this effort and we have just a
few comments in this regard. W recogni ze and
appreci ate the chall enge of treating energy
efficiency upgrades as 100 percent reliable since
sone prograns are subject to changi ng custoner
behavi or, as noted by the staff. However, the

assunptions that deterni ne estimted energy
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savings rely on EM&V studi es that are based on
actual custoner behavi or.

And | will just add that any demand
forecast -- It is our position that any denand
f orecast depends on possi bly changeabl e cust oner
behavi or. And so energy savings forecasts really
shoul d be no different in that regard.

We suggest that the staff make the
distinction that while energy efficiency is
subject to different variables than power plants,
there al so exi st nunerous nethods to account for
t he behavi oral change and to further ensure that
esti mated savings for energy efficiency prograns
are in fact realized and can be relied upon.

We appreciate the staff description that
energy forecasters nay need to di scount the
savi ngs fromenergy efficiency prograns due to a
spill -over and doubl e counting. But we request a
clarification as to whether and how the forecast
di scounts savings as part of incorporating energy
efficiency in the denand forecast. W believe
that further discussion is nmerited in the final
report.

We appreciate the efforts of the staff

to identify common assunptions for planners and
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Ener gy Conmmi ssi on pursues additional actions, as
laid out in the | EPR Update to nodify the denmand
forecast during the 2009 | EPR cycl e and beyond.

We agree with the staff that instead of
altering the definition of uncommitted the Energy
Conm ssion should run nodels with a second
scenario to consider and identify the inmpacts of
uncomm tted prograns.

We also reiterate the inportance of
under st andi ng t he anount of enbedded natural gas
efficiency in the denand forecast and urge the
Conmi ssion to include nore explicit discussion of
the natural gas enbedded efficiency issue within
t he | EPR Updat e.

Lastly on this point. W support the
steps laid out in the 2008 Update for addressing
this issue and strongly recomend t hat CARB al so
be an active partici pant throughout this process.
We really appreciate the Energy Conmi ssion's
| eadershi p and we hope that CARB will continue to
be actively nore and nore invol ved.

Wth regard to AB 2021. Again we
publicly comend the effort of the Conmi ssi on but

also that of the publicly-owned utilities towards
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achieving their goals. And encouraging conti nued
col l aboration to ensure that the POUs achieve al
cost-effective energy efficiency.

We have al so noticed a growi ng and
i npressive willingness on the part of the staff to
coll aborate in noving forward on this effort. And
we understand that the initial potential studies
for the POUs were not necessarily tailored to each
utility and therefore nay warrant sone nodest
adj ust nent s.

And while we agree with the staff that
the POUs need to continue to be proactive in
meeti ng the adopted goals, we also recommend t hat
the staff include in the 2008 Update a specific
reference to the fact that energy efficiency is
requi red as a procurenent resource. And not only
as a procurenent resource but as the highest
priority procurenent resource in the purchase --
al ong with the purchase and construction of
conventi onal sources of energy.

This requirenent is not only in the
stated policy of the Energy Comm ssion as noted in
the I EPR Update, but it is nandated by these | aws
and should be reflected in the | EPR  Furthernore,

by pursuing energy efficiency as a resource the
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POUs will be able to achi eve even greater energy
efficiency savings that will not only help the
state neet the aggressive AB 32 goals, we wll
save noney for custoners and reduce utility bills.

As noted by the staff, the public goods
charge allocations are insufficient to achi eve the
savi ngs needed to neet all cost-effective energy
efficiency. And we urge the Conmm ssion to include
recomrendati ons that the Energy Conmi ssion work
with the POUs to identify procurenent resources to
suppl enent the public goods charge fundi ng and
provi de additional guidance to assure that the
PQUs identify all sources of funding for their
energy efficiency prograns in the next SB 1037
report.

We recognize that time constraints |ed
to nore generalized inputs for the | ast energy
efficiency potential. Therefore, not addressing
t he uni que characteristics of each PQU, as | said
before. W therefore support staff's
recomrendati on that they continue working with the
PQOUs to understand the process used by the PQUs to
estinmate their renmi ni ng econonic potential and to
continue to set targets.

NRDC r ecomrends t hat the Energy
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Conmmi ssi on provi de additional specific guidance to
the POUs to ensure that the next round of
potential studies are nore rigorous and provide
the necessary detailed information that will
enabl e the transparent review by the Energy
Conmi ssi on and the stated parti es.

Wth regard to Chapter 3 | just have one
comment. That we are supportive of the staff and
Conmmi ssi on decision to use the LTPP process for
accounting for an array of various natural gas
costs rather than using a social discount rate.

And noving on to Chapter 6. W just
would I'i ke to have a few comments on this point.

PRESI DI NG MEMBER BYRON: | noticed you
ski pped over the nuclear vulnerability assessnment.
No coments on that?

MR. LONG No conments on that at this
ti me, Comm ssioner Byron

PRESI DI NG MEMBER BYRON: All right.

MR. LONG So yeah, just nobving on to
Chapter 6 if | nay. W commend the Comm ssion for
t he advancenents towards neeting the previous
energy efficiency recommendati ons and we agree
that the Energy Comm ssion has nade substanti al

progress in providing the POUs with cl ear
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reporting requirenments.

However, we reiterate the need to
provi de additi onal guidance to the POUs to include
detailed infornmati on on how they are neeting the
| aw by using energy efficiency as a procurenent
resource pursuant to AB 2021. As that |aw states,
the POUs are required to report on their
i nvestments in energy efficiency.

And whil e they have made great strides
to provide information such as expenditures and
savings, it is not clear if these expenditures are
primarily public benefits charges funds or
procurement funds. Unless we have a cl ear
breakdown of the different sources of investnent
fundi ngs for energy efficiency prograns we wll
conti nue to be unclear whether the POUs are
meeting the requirenents of SB 1037 and 2021 to
use energy efficiency as a procurenent resource.

Wth regard to natural gas we appreciate
the efforts of the Comm ssion to diversify the
natural gas supply sources by pursui ng bi onass.
However, we al so believe that there should be an
updat e on the progress toward exani ning the
feasibility of increasing the natural gas

production from bi ogas. Wich was identified as a
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potenti al renewabl e source in the 2007 | EPR report
and we would like to see nore informati on on that
in this report.

We recommend that the | EPR Update report
on the progress towards the recomrendati on that
t he Commi ssion and the PUC adopt a | oadi ng order
for natural gas resources simlar to the one used
and so well -l1oved by NRDC in the electric sector.

Wth regard to transportation. W
commend the Energy Conmi ssion efforts to identify
sustainability goals for alternative fuel
producti on.

However, in addition to addressing the
key issue of |and use NRDC reconmmends that the
Ener gy Comm ssion al so devel op sustainability
goals to ensure the alternative fuel production
m ni m zes ot her uni ntended consequences, i ncl uding
food price inpacts, the effects of increased water
and fertilizer use, while al so encouragi ng best
practices to ensure that biofuel production is
i npl emented as a sustai nable nanner -- in as
sust ai nabl e a nmanner as possi bl e.

We recommend that the Energy Conmi ssion
at m ni num neet or exceed the | and use saf eguards

that will be required under the federal renewable
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fuel standard.

We suggest that the Energy Conmi ssion
modi fy the current recommendation to establish a
non- petrol eum di esel fuel standard that is nore
consistent with the | evel of mninimmnon-petrol eum
content identified in the | ow carbon fuel standard
expected to be inplenented in 2009. And we
support the efforts to regularly update the full
fuel cycle analysis. And we encourage the staff
to coordinate with the EPA to ensure consi stency
with the federal methodol ogy currently under
devel opnent under the renewabl e fuel standard.

Wth regard to | and use. W support the
efforts to require |ocal governnents to create
climate action plans. However, since |land use is
nost often a regional issue, NRDC reconnends that
rat her than addressi ng individual |ocal |and use
inits GHG reduction plan the Energy Comm ssi on
shoul d urge localities to pledge to follow the
sustainability community strategy due to be
devel oped under the recently passed SB 375. As
you may well be aware, this strategy which
establ i shes regional frameworks to mnimze
greenhouse gas enissions fromland use wll

currently be optional under the bill.
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Wil e we support efforts to increase
energy elenents in | ocal governnent plans we
under stand t he capacity constraints of nany | ocal
governnents. And as noted in the transm ssion
section, we reconmmend that the Energy Conmi ssion
al so offer technical assistance to enable |ocal
governnments to conply with this requirenent.

And ny | ast comrent here will be on
wat er energy use. W appreciate the assessnent of
progress towards reaching the once-through cooling
recomrendati ons and urge the Commi ssion to al so
i ncl ude a progress on additional water
recomrendati ons in previous |EPRs.

In particular we urge the Conmission to
i ncl ude progress on the Energy Conmi ssion's
efforts to fulfill the requirenents of AB 662,
Ruskin, and AB 1560, Huffman, by initiating a
standard-setting proceedi ng and to define a water
energy research devel opnent and denonstrati on
strategic plan and road map as noted in the 2007
| EPR

| appreciate you bearing with me while |
got through those comments.

PRESI DI NG MEMBER BYRON: And | suspect

that's not all of them

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

76

MR, LONG That's all of them for today.

PRESI DI NG MEMBER BYRON: Al right. You
know, it's fair to say NRDC provi des very
t houghtful input. | don't even think we would
need any nore legislation if we were to nmake sure
we followed all of NRDC s reconmendati ons.

There's a lot in there. | picked up on a couple
I'd like to ask you about.

MR LONG  Sure.

PRESI DI NG MEMBER BYRON: And perhaps ny
fell ow Commi ssioners would as well.

You nade a statenent, M. Long, about
the public goods charge is insufficient to neet
the high energy efficiency goals that we have put
forward, and | agree. There is an enornpus anpunt
of noney that is spent on energy efficiency and
clearly a big enphasis for NRDC

I was wondering -- And so | am now
junmping a little bit to transni ssion and your
endorsenent with regard to transmission. In fact
I should point out we are very thankful to have
Johanna WAl d co-chairing the environnental working
group on the RETI process. Her involvenment has
been extrenely helpful. And | think that is the

key to the RETI process is the involvenent in the
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envi ronnental comunity.

MR LONG I'll certainly pass that
al ong to her.

PRESI DI NG MEMBER BYRON: Pl ease do. So
bri ngi ng those two together we stuck a
recomrendati on in here about -- I'msorry, | need
to say one nore precursor before asking this. You
know, this industry spends a paltry anpunt on
research and devel opnent. |In fact soneone told ne
that the electric power industry is ranked right
behi nd the pet food industry in terns of
percent age of sales that we spend on research
And we are not going to get there with this | ow
| evel of spending.

You are well aware of sone recent
| egi sl ation that did not nake it through the
CGovernor's Ofice to fund a climate research
institute at the Public Uilities Conm ssion. And
in fact sonme of those funds were going to be taken
out of the Public Interest Energy Research Program
here at the Energy Conmmission. |It's |like npving
the chairs around on the deck of sone fanbus ship.

We shoul d be spending a | ot nmore on
research. So we put a reconmmendation in here that

transm ssion research is really going to be
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necessary in a significant way to | ook at how we
are going to address hitting these renewabl e
targets. Are you going to provide us any connments
or support with regard to that recommendati on?

MR LONG At this tine I'll refrain
from nmaki ng comments in support of that but ['l]
certainly take that back to Johanna who has been
our lead at NRDC on these issues, as you well
know, and see that she -- make sure she addresses
that issue in our final witten comments.

PRESI DI NG MEMBER BYRON: We woul d
appreciate it because we can't do all these things
unl ess we have got the necessary research and
support, | believe, in order to -- and technol ogy
in order to do them To state it sinply, you just
can't set the goal and say, get there.

So thanks for your very thoughtful

comments. | think NRDC gives us a | ot of good
stuff. In fact | note you are becom ng as big as
governnent. How nany people are there now at the

NRDC? Can you tell us?

MR, LONG. Over 400 nationally. | hope
you don't say that in too many nore foruns because
I amjust a one-year fellow here so |I'm hoping

that | can get another position created for ne
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next year.

(Laught er)

PRESI DI NG MEMBER BYRON: Any questions
for M. Long?

ASSOCI ATE MEMBER PFANNENSTI EL:  Just
one. | was sort of struck by your recomrendation
that we ask the publicly-owned utilities to divide
their funding, their energy efficiency funding
bet ween procurenent fundi ng and public goods
charge funding as the investor-owned utilities do.
But | wasn't quite sure why. Wat is the point of
t hat ?

MR, LONG Because we woul d li ke to be
very clear that the public utilities are naking
progress towards naki ng energy efficiency their
top priority procurenent resource and we woul d
like to see that there are procurenent funds going
in that direction. W believe that there are
sufficient energy efficiency resources avail abl e.
And that the public goods charge al one won't cover
all those resources and we want to nake sure that
we see --

ASSOCI ATE MEMBER PFANNENSTI EL: That
there is sone anobunt wi thout knowi ng how nuch --

MR, LONG That we can see sone anount
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fromthe procurement resource that it is, in fact,
meeting the 2021 goals of being the chief
procur enent resource.

ASSCCI ATE MEMBER PFANNENSTI EL: Thank
you.

MR, LONG.  Thank you very nuch. I | ook
forward to the rest of the coments.

PRESI DI NG MEMBER BYRON: Thank you.

MR LONG | think sonmeone |left their
comments here.

PRESI DI NG MEMBER BYRON: All right. The
next speaker | have to provide public coment is
M. Don Rodes, Sol arAire.

MR, RODES: Comm ssioner Byron and the
ot her Commi ssi oners, good norning. M nane is Don
Rodes. | am the founder and chief executive
officer of SolarAire. W are a devel oper of sol ar
thermal air conditioning systens for conmerci al
buil dings. SolarAire and its affiliated conpany,
Ber gqguam Ener gy Systems, are responsible for four
proj ects denonstrating solar thermal air
conditioning here in California. Several of these
have been in continuous operation for over 20
years.

My testinmony | hope addresses overcom ng
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sone of the barriers to the increased devel opnent
of renewabl e energy sources, nanely the | ack of
distribution infrastructure, the variabl e and
intermttent nature of such resources, and the
costs of sane.

Cool i ng, heating and hot water account
for the majority of energy used in buildings. And
whi |l e the Comm ssion recogni zes that sol ar water
heating can reduce the denand for electricity and
natural gas, we believe that it is overl ooking the
potential for solar thernmal to nmitigate as well
the huge electricity demands for air conditioning.
Particularly in the hot afternoons of the summer
nonths in nost regions of the state.

Sol ar thernmal cooling uses hot water
from approximtely 180 to 200 degrees fahrenheit
to drive either an absorption or an absorption
chiller, which produces chilled water for the air
condi tioning system

Sol ar thermal cooling and heating
systens are a distributed energy source. The cost

of operation can neet or beat the cost the

bui I di ng owner would pay the utilities. The
technol ogy is robust and proven. |t is deployable
i mediately. It is scalable to service npst
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commerci al buil di ngs and thus capabl e of
significantly addressi ng greenhouse gas em ssi ons.

Sol ar thernmal HVAC has several unique
advant ages over other solar technol ogies. The
energy output froma solar array can be
econonmically stored as hot water. This allows the
systemto continue to operate despite intermttent
cl oud cover.

Secondly, the output of a solar thermal
systemis elegantly in phase with the denmand for
cooling. It reaches its peak capacity in md-
afternoon. And that capacity actually increases
as the tenperature of the hot water in the storage
tank increases. |In sonme instances up to 40
per cent.

And | astly, because of the storage
capability, these chillers can operate up into the
early evening, thus truly shaving off the peak
electricity load for the buil ding.

Sol ar thernmal air conditioning is not
expensive. Qur analysis shows that systens
provi di ng cooling, heating and hot water for
bui I di ngs ranging from 1,000 to 50,000 square feet
can achi eve |levelized costs of approximtely 17

cents per kilowatt hour for displacing air
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conditioning |load at prices of 90 cents to around
$1 per therm for supplying donestic hot water and
heat i ng.

Whi | e awar eness of the potential for
sol ar thermal heating and cooling in this country
is significantly lacking, this is not true in
Europe. The European Union is aggressively
i nvestigating the viability of solar thernal
cooling. There are over 100 installations in
pl ace today, even though all but the npbst southern
EU countries can really benefit fromthis
t echnol ogy.

Unfortunately today, perfornance data on
the systens that we have installed in California,
and | am speaki ng of Sol ar Ai re and Ber gquam Ener gy
Systens, has not been rigorously coll ected and
therefore sonme questions renmai n about the
viability of this technology. Wat types of
bui | di ng end-uses and which climate zones using
what specific technol ogi es are the npst
appropri ate.

So in light of these questions, and the
fact that newer and smaller chillers are now
avai | abl e naki ng resi dential application possible,

I wish to propose that the Conmi ssion fund a snall
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nunmber of denonstration projects.

Now t his coul d be done under the
auspi ces of the California Energy Industries
Associ ation and the Conm ssion as well as the
appropriate utilities. It could use local solar
thermal contractors and suppliers wherever
possi ble. And we could fully nonitor their
per f ormance and cost of operation.

The cost of such a program | believe,
given the potential benefits of solar thermal
cooling for the state of California, would be
i nconsequential. Thank you for your tine.

PRESI DI NG MEMBER BYRON: Absol utely.

Let ne ask. M. Gavely, | think you are the
right person to ask. Are you aware of this, of
this technol ogy?

MR GRAVELY: Yes sir. | was able to --

PRESI DI NG MEMBER BYRON: Because it
seens |like every tine you pass nme in the hall you

bring up sonme ot her technology | should be aware

of .

(Laught er)

MR, GRAVELY: W actually, as you
noticed in the report, we did talk -- And this

cane fromthe renewabl es side, from Gerry's side
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al so, that we al so see an opportunity in the
distributed assets. Being able to count these.
These currently woul dn't count under the RPS goal
and things |like that so we do see it -- W do see
the opportunity both in the side that we have as
wel | as the renewabl e side.

We are | ooking at denonstration projects
and doing things like that. So we have seen this
opportunity and we are pursuing it in that
direction. And the reason it is in the | EPR
recommendation is that we do see this as an
opportunity that we think is worth pursuing and we
think there will be nore opportunity.

PRESI DI NG MEMBER BYRON: M. Braun, did
you want to add anything el se?

MR BRAUN: | do want to mention that
there is a specific recommendation in the report
to develop a targeted program for energing
renewabl e heati ng and cool i ng technol ogi es.
Assessing how to strengthen the nmarket for
commercially nmature technologies. So | think we
are in agreenent. We will be giving considerable
t hought to this going forward.

| should al so point out that we

reoriented our renewable energy R&D prograns to
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try to take what | would call a full menu approach
wi th enphasis on, of course, the technol ogi es that
feed into the big grid but also technol ogi es that
can be integrated in buildings. And then the
technol ogi es that are on an internedi ate scal e
that coul d be depl oyed by communities with the
support of the public in the community.

So we are trying to take a different
approach where we enphasi ze the kind of issues
that you have raised. The integration issues as
opposed to just sinply trying to i nprove the core
t echnol ogi es.

PRESI DI NG MEMBER BYRON: M . Rodes,
thank you. It is always great to have sone
t echnol ogy- based coments at these workshops as
wel | .  Thank you for com ng

MR, RODES: Thank you

PRESI DI NG MEMBER BYRON: And if you want
to go a step further and provide sone comments in
witing that woul d be very hel pful as well.

MR, RODES: WIIl do. Al right, thanks
very nuch.

PRESI DI NG MEMBER BYRON: Thank you. I
have one nore card for individuals that are

present. Fong Wan from PG&E requested to speak
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towards the end of the public coments. M. Wan,
I have sone additional phone ones but you are
wel cone to go now or | ater, your choice. You are
goi ng now.

MR WAN: | would appreciate that.

PRESI DI NG MEMBER BYRON: And we are
pl eased that you are here today. It is nice to
have a senior vice president from PGE present and
listening to all these comments. W appreciate it
very nuch.

MR. WAN:  Thank you very nuch for coning
here today too, for being able to cone here. The
first topic | would like to cover is renewabl e
procurement. W do see sone of the sane
significant barriers that the CEC sees, including
transm ssion, integration of renewabl es, contract
del ays, pernmitting and environnental concerns.

And we would very much like to work with the rest
of the stakehol ders, including this Comm ssion on
the RETI process, the integration studies, working
with the 1SO to address the queues, exploring
energy storage technol ogies. One of ny personal
interests is conpressed air storage. So we are
very happy to work with all of these -- on all

t hese fronts.
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There is one nention about the need for
the PUC to take control of the renewabl e energy
procurement. W believe the PUC has an active and
effective oversight for the process and the rul es
for the PRG i ndependent evaluators are well laid
out, as well as the selection of the w nning
bi dders. W don't believe the state shoul d take
over the procurenent process unless we want
sonething sinmlar to the DWR experience that we
have seen in the past.

As we nentioned in the past, PG&E has
been very active in the contracting process. W
si gned over 40 contracts, over 3500 nmegawatts. In
fact, we have noved for a new approach in the 2009
RFO, renewabl e RFO process.

W would like to pilot a process in
whi ch any contracts, any of the sellers, if they
are willing not to change any of the | anguage that
is pre-approved by the PUC, and as |ong as the
pricing is below MPR or at MPR, these contracts
will be pre-approved. That is our effort to
expedite, to expedite the process. And there is
no limtation in terns of the nunber of negawatts.
We do ask the pilot project to be linmted at about

800 gi gawatt hours, which is about one percent of

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

89
our energy. So it is a sizable program

PRESI DI NG MEMBER BYRON: And you are
speaki ng softly. Was it 800 gi gawatt hours? Was
t hat what you sai d?

MR WAN: Yes it is. Sorry about that.
So we hope that this programcould bring cost-
effective, renewabl e projects as well as viable
projects into the process. That is our objective
on renewabl e procurenent.

We al so saw in Chapter 3 that there's a
desire not only for I QU renewabl e procurenent to
be put under the, to be npbved over to the PUC but
the overall procurement process. It is not very
clear to us how that, how that woul d be done and
we would like to have a little nore understandi ng.
Qur thought is that the PUC s oversight is
effective and it is well established.

In terms of the small renewabl e projects
I would like to touch on a few things. W do see
di stributed renewabl e resources as part of the
solution. W are not sure we see the inpacts or
the benefits of integration of snmall renewabl es.
Because after all small renewabl es are not
di spatchable and it depends on the situation. It

may or may not require upgrades to the
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di stribution system

There were a few areas | was not cl ear
on. Conmi ssi oner Pfannenstiel had nentioned that
the feed-in tariff would not require any
contracts. | just wanted to understand a little
nore about if that really neans the utilities
woul d not be required to sign contracts.

And the second topic | heard was the
cost - based approach, dependi ng on technol ogy. W
woul d I'i ke to be cautious on that approach. And
that's because we don't believe we shoul d be
achi eving renewabl es at any cost. As well as, as
we tal ked about in the past, our goal is to reduce
GHG. And from a soci etal perspective a cost-based
feed-in tariff may not achi eve the best approach
in reducing GHG W believe AB 32 does have and
encourages a cost-effectiveness test. So we would
li ke to make sure that a cost-based approach is
consi stent with that concept.

The last part | wanted to nmention is
energy efficiency forecasting and CEC projections.
This is a very inportant area for the utilities.
We encourage the CEC to continue to work on that;
we are conmitted to help. And it is critical in

our long-termresource planning process.
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One other additional topic. There were
sone questions directed at Edi son earlier
regardi ng gas costs. | just wanted to make sure
t hat everyone understands, PG&&E is extrenely
concerned with the overall affordability of energy
for our custonmers. That includes the electricity
and natural gas costs.

I was the policy witness in front of the
PUC on gas hedgi ng and we would like to see nore
nmoder ati on and nore hedgi ng of gas prices. W
bel i eve we have entered into an era where our
custoners truly have sone concerns in terns of
whet her they can afford energy costs. So our
concern is not only about renewabl e costs but it's
al so gas costs. | just wanted to make sure we
passed that al ong.

That is all | have to cover.

PRESI DI NG MEMBER BYRON: I wote as
qui ckly as | could, Fong, so give ne just a nonment
her e.

MR WAN: |1'd be willing to reiterate
sone of the points if that's beneficial.

(Laught er)

PRESI DI NG MEMBER BYRON: I think there

m ght be a little bit of nisunderstanding with
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regard to the recommendati on on procurenent that |
would like to try and clarify. | don't have it in
front of me and | am not going to take the tine to
go |l ook for it.

But we are not |ooking for the state to
t ake over procurenent, per se. | think the PUC
has nodi fi ed the procurenent process probably six
or eight tines over the | ast eight years through
various changes. And | forget the nane of their
process with rul enakings. And the tweaks, if you
will allow ne that, have had sone positive effect.
They have all been an effort to correct what was
i ntended originally as a short-term process, these
procurement review groups. And I'll use strong
words when | say you can't put lipstick on a pig.

(Laught er)

PRESI DI NG MEMBER BYRON: The problemis
that needs to be corrected. So what we are
attenpting to do here -- And this is not the first
time, as you know, that a recommendation like this
has shown up in the |EPR W are trying to fix
that procurenent process. So it is not, per se,
that the government needs to take over. | think
the PUC needs to exercise its full responsibility.

And what we are really concerned about
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is going forward. Sone of the investor-owned
utilities' stated policy to get back into the
generation business. And the way that that is
bei ng done, inside and outside this procurenent
process, raises serious concerns about the
conpetitiveness of the market, the transparency of
it.

I think P&E s recent application before
t he PUC outside the procurenent process to devel op
a large power plant really chills the forward
mar ket for procurenent. So | know you and | have
di scussed these things. | |look forward to nore
di scussi ons.

But what we are trying to do is
essentially get the PUC to fully discharge their
responsi bility. That doesn't nean that the | QOUs
don't have a great deal of input to the
procur ement process but the sel ection needs to be
done in a nore transparent way that does not
i nvol ve the bi ggest power narketer in the state,
and that's now becone the investor-owned utilities
again. They are nmking their own procurenent
deci si ons.

And sonetines, as the exanple | pointed

out, going around that procurenent process. So |
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don't think the procurenent process is working
very well right now and we are interested in
working with the Public Uilities Conmi ssion, who
I think is intent upon getting this right as well,
to try and fix that.

MR WAN:  Well, | understand that. |
al so want to say that we respect the views of this
Conmmi ssi on and we under st and where you are com ng
from But we also respectfully disagree with that
we have circunmvented the process. And | point to
t he proposed decision issued by the CEC -- the
CPUC, excuse ne. And a nmjor concern that the PUC
had was that there was not enough of a record to
establish, there was not enough tine for an RFO

If we go back to the Decenber 2007
CPUC s decision and we can sort through that at
sone tine. I think there was provisions in
there, say for failed projects, if the resources
are needed. The utilities do have the opportunity
to submit such a project as the Tesla project.
And we believe that the Tesla project was cost
conpetitive in terns of all the alternatives. And
I have said in front of the PUC that we woul d be
willing to submt all the information fromthe

current RFO to denonstrate that and we will be
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subnmitting that in the process.

Wth all that being said, we also
respect the decision by the PUC and we have
cancel ed the equi pnent order on Tesla. At this
point in time we are not noving forward with
Tesla. So that's where we rest.

PRESI DI NG MEMBER BYRON: And of course
this Conmission licensed or permtted the Tesla
power plant a nunber of years ago. W tend to
like to see the power plants that we pernit get
built. And so we are certainly, we are certainly
not agai nst the additional construction of
generation assets. Despite the fact that this
Conmmi ssi on al so rul ed agai nst Eastshore yesterday.
But we are concerned about the way these projects
are procured.

And as we have di scussed, there's other
i ssues that are not being addressed in the
procur ement process such as the environnental
consi deration. Sone of these projects -- | should
refrain from sayi ng again, may not be -- | won't
say it again. But may not be the best choi ces.
And we are seeing significant contract failures on
sone of the procurenent for renewables as well.

We are quite concerned about this and | suspect
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you are as well.

MR, WAN:  Absol utely.

PRESI DI NG MEMBER BYRON: And | al so
suspect that our intention is absolutely the sane.
We are trying to get this procurenent process
right, we are trying to get it transparent for
custoners so they believe that you are indeed
acting in their best interest and not sharehol der
interest, and we are trying to get it right so
that these projects get built rather than get
permtted and not built.

MR WAN: Well | would |like to point out
one thing, Conmi ssioner Byron. That the customer
advocacy groups are not the ones asking for nore
transparency. They believe there is an adequate
anount of legitinacy in the process.

PRESI DI NG MEMBER BYRON: |'11 accept
that there is one customer advocacy group that is
not advocati ng.

MR, WAN: That's correct. As well as
certain staff of the Commi ssion, as you know.
Energy Division as well as the DRA. | don't see
t hem sayi ng there needs to be transparency in the
process. That the best and the npbst cost-

effective projects are not being selected. So |
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do see the people who are representing the
custoners' best interests not voicing these
opinions. Wat | do hear is, in general, the
generators saying that and it is a very
interesting situation. The wi nners are not saying
that, it tends to be the losers in the process who
are saying that. So that's what | typically see.

PRESI DI NG MEMBER BYRON: Well, | think

we probably should bring this conversation to a

cl ose.
MR, WAN: Ckay, thank you
PRESI DI NG MEMBER BYRON: Because it
could go on forever. But we did hold a good

wor kshop on this, M. Wan. And your conpany was
represented here as well as others and I think we
| earned a great deal nore about the procurenent
process.

And of course having read the recent RFO
inits entirety, there are provisions in there
t hat even prevent w nners, as we know,, from
di scussing, fromdi scussing their involvenent in
the procurenent process. And it prevents | osers
fromdiscussing it as well because they all have
to sign confidentiality agreenents. |In fact |

remenmber reading a letter that you wote to one of
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the wi nners of your procurenent process just a
coupl e of weeks ago that told himto keep his

nout h shut.

MR WAN: Well, | did send a letter. It
was a pl ease shut up-type of letter, | agree with
that. As to whether they were a wi nner or |oser,

I think this is areally inportant tinme in our RFO

process. W have not short-listed any parti es.
In fact | received nunmerous calls due to the
Mrant CEO s disclosure at the Merrill Lynch

conference in New York that they thought they had
the inside track to win.

The other sellers were all saying to us,
i f you have al ready predeternined a w nner please
don't let us waste any noney, don't let us waste
any of our tine, because we wouldn't like to
pursue the project. So they said, you need to
make a public statenent that this is not true.
They are not predeterm ned a wi nner. They have no
justification in saying so. |In fact, they have
violated the confidentiality agreenent.

Yes, the letter was a little harsh, |
agree with that. W really wanted everyone not to
jump the gun and try to fend off others while

ot hers are investing noney. Devel opi ng projects,
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whet her they are renewabl es or conventional, as
you know very well, cost a |lot of nbney. And we
don't want to have a self-fulfilling prophecy in
which M rant could becone the w nner.

Wth all that being said, Mrant's
project is a good project, as with many of them
So we have not at all put themin a box. They
will be considered at this point as |ong as they
don't discourage the other bidders. That's where
we are really com ng from

PRESI DI NG MEMBER BYRON: M. Wan, thank
you very nuch. | refer to a report that cane out
in July that was, | believe, funded by the
Depart nent of Energy that the Nati onal Association
of Regul atory Conmi ssi oners put out on
procurenent.

It | ooked at how procurenent is done
t hroughout the United States by various utilities
and public utilities commissions. | found it to
be very enlightening. There are sone very good
principles in there. This Conm ssion is not
maki ng this stuff up. W plan to work with the
Public Uilities Comm ssion and see if we can
apply sone of those key principles to correcting

the procurenent process.
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The exanpl e that you just brought up |
t hi nk hel ps prove that we are still not quite
there yet. As you know there were siml ar
obj ections by sone of these sane fol ks around the
Tesl a project and they objected strongly at the
PUC

I hope you will accept that we are just
trying to, we are just trying to get it right and
make sure that we can fulfill all these other
policy objectives that we are trying to acconpli sh
around resource adequacy, around RPS, around
distributed generation. And I think it all cones
back to this procurenent issue.

MR. WAN: Comm ssi oner Byron, | truly
beli eve that we share the sane interests, which is
toreally serve the California customers the best.
That's in terns of the nost reliable energy, the
nmost cost-effective energy, as well as
environnental ly responsible energy. And | really
do believe that.

PRESI DI NG MEMBER BYRON: Listen, | thank
you very nuch for being here. Madane Chairnman

ASSOCI ATE MEMBER PFANNENSTI EL: Thanks.
Sonet hi ng your dial ogue just triggered. It really

is the question of, and | actually asked this of
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M. Silsbee, of corporate policy on electricity
procur ement as opposed to sel f-owned generation
Is there a P&RE, either utility or corporate
policy on what percent of generation the utility

shoul d own?

MR. WAN:  |'ve had this question before.
ASSOCI ATE MEMBER PFANNENSTI EL: | didn't
mean it to be a trick question. |If no, there is

no policy, is fine.

MR WAN: | think there's a strategy, |
am not sure that there's a policy. I'mnot trying
to be cute with the answer.

ASSOCI ATE MEMBER PFANNENSTI EL: Ckay, go
ahead.

PRESI DI NG MEMBER BYRON: Wl |, policy he
could answer, strategy he nmight not be free to
answer .

MR. WAN:  No, no, no, no. I|I'msaying in
terns of the strategy, we really believe what we
have | earned fromthe energy prices. That sone
portion of our generation should be coning from
utility-owned generation. And | think we had this
di scussion as to what should that target be. |
bel i eve our strategy is in new generati on we woul d

li ke to have perhaps up to half of the generation.
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But that has to neet the cost-effectiveness test
in the best interest of the custoners.

ASSOCI ATE MEMBER PFANNENSTI EL: So hel p
me understand then. Do you have in nind that
about half would be utility-owned?

MR, WAN: New generati on.

ASSCCI ATE MEMBER PFANNENSTI EL: O new
generation, sorry. New, procured generation would
need to be your own or independent. So you issue
an RFO Were does the utility generation
potential fit in each RFO?

MR. WAN:.  The PUC was very clear on this
i ssue, which was they should all be put together.
They should all be evaluated together with the
sane criteria, sanme scoring system and may the
best wi nner sort out. So the PUC did not adopt
our recommendati on to have two separate buckets.
That was our reconnendati on.

ASSCCI ATE MEMBER PFANNENSTI EL: So there
is presumably, there is oversight to assure that
nobody puts a thunb on the scale on either side on
any project, whether it is utility-owned or
anybody else. But do you then see where we as
ot her public policy concerned people, because we

don't have, because that infornmation is all held
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confidential, and whether it is renewable
procurement or non-renewabl e procurenent, we have
no way of evaluating anything other than the
results.

MR. WAN: | do see the concern since you
don't have the information. | just want to be
clear on the confidentiality provision. It is ny
under st andi ng, and | nay not have 100 percent
accuracy on this recollection, that the PUC s
rules on confidentiality expire at sone point in
tine. So all of our signed contracts, all of the
information will eventually be nmade public. M
understanding is that it is three years from
commerci al operation date. | understand that is
not in real-tine.

ASSCCI ATE MEMBER PFANNENSTI EL: Ri ght .

MR. WAN. But there is judgnent day when
the informati on does get disclosed. And the
reason we ask for a tine lag in the disclosure is
that we don't want other market participants to be
able to see exactly where they should be pricing
t he renewabl es, where they are pricing the
conventional, what's our buying practice. W
beli eve that X anount of period of tine, if that

goes by, there is no | onger a concern for the
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real -time decision-naking. So |I think I
under st and your concern for the real -tine aspect.

ASSOCI ATE MEMBER PFANNENSTI EL: We have
had the di scussion before. Thank you very nuch.

PRESI DI NG MEMBER BYRON: M. Wan, | was
just -- One other thing triggered in ny nmnd. It
is not necessarily related to the |EPR but this
cane up in conmittee neetings the | ast coupl e of
days. As part of our '09 IEPR we wi Il be | ooking
at 33 percent renewable integration. O instead
of focusing on the nunber, as | like to put it,
novi ng towards a renewabl e future.

We are going to need a | ot of
information in order to do this analysis well. W
will be comi ng at you and ot her investor-owned and
publicly-owned utilities in the next coupl e of
weeks, | think in the next nonth, with fornms and
i nstructions for the infornation that we wll
need, that we will be required to have in order to
do this kind of analysis. W are spending a | ot
of tinme at the Conmi ssion here working on that and
trying to mnimze the inpact for all the
i nformation.

There will be concerns about

confidentiality. W'd like to make sure we
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address those concerns up front. And we will be
doi ng sone neetings with POUs and I1QUs in order to
wor k through that in hopes that we can avoid the
prolonged litigation that we went through, |
understand, in previous |IEPR cycles to request the
information. So | am pleading with you to hel p us
keep this out of that kind of confrontation.

MR, WAN:  Sure.

PRESI DI NG MEMBER BYRON: Thi s Commi ssi on
does respect its confidentiality agreenments. And
we would like to work out ways that we can rol
i nformati on up or aggregate it, such that we have
the informati on we need. W can record it and we
can get the kind of analysis done that we need to
denonstrate and show that we can nove towards
hi gher renewabl e i ntegrati on.

Before you respond | would just like to
ask if M. Jaske or Ms. Bender or anyone woul d
like to respond. Did | say that hal fway right?
M. Jaske may correct nme here.

DR. JASKE: No, | think you put forward
the goal quite accurately.

PRESI DI NG MEMBER BYRON: That's it?

(Laught er)

ASSOCI ATE MEMBER PFANNENSTI EL: Take it,
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Jeff.

PRESI DI NG MEMBER BYRON: Ckay, | take
that, | take that. M. Wan.

MR WAN. We'll be happy to work with
you, Comm ssioner Byron, and we have full faith in
this Conmission that it would keep the infornmation
confidential. W'd ask that any commercially
sensitive informati on not be shared broadly wth
t he public.

PRESI DI NG MEMBER BYRON: Ckay. Thank
you very nuch.

MR. WAN:.  Thank you

PRESI DI NG MEMBER BYRON: Thank you for
coming and listening to all the input.

MR. WAN:  Thank you.

PRESI DI NG MEMBER BYRON: Unl ess there
are any other public comments here in the
audi ence, and there certainly can be. | have
three commentors that wish to speak that are on
the phone. And in the order that | received them
the first one is Clinton Cole. And | believe the
organi zation is called the CURRENT G oup.

MR, COLE: Yes, this is dinton Cole
from CURRENT Group. | would just like to take a

m nute to give a quick comment regarding Smart
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Gid. And |l will try to answer any questions you

have but there's a good chance that | will have to

t ake them back to people who are able to answer

them nore effectively than | can.

But | just wanted to say that | work for

CURRENT Group, which provides Smart Gid equi pment

and services. W currently support sone Snart

Gid deploynents in Dallas, Texas and in Boul der,

Col orado. W participated in CEC proceedi ngs and

CPUC energy efficiency proceedings.

CURRENT reconmends that the

noder ni zation of California's distribution grid

with Smart Gid technol ogi es be

ncluded in the

2008 | EPR Update. Snmart Gid significantly

i ncreases reliability and efficiency throughout

the distribution grid through vari ous neans,

i ncluding real -tine system opti ni

reduction of grid line | osses, al

zation and

| of which can

result in a reduction in electrical costs and a

reduction in CO2 eni ssi ons.

Further, Smart Gid supports the ful

i ntegration of renewabl e energy and di stri buted

energy sources anpng nillions of

user | ocati ons.

As such, Smart Gid inplenentation is an essentia

strategy in neeting California's
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| ong-term renewabl e energy and greenhouse gas
em ssions reduction goals and we think it shoul d
be characterized as such within the 2008 | EPR
Update. That's about all | have. |If you have any
questions | can try to answer them

PRESI DI NG MEMBER BYRON: Are there any
questions from-- M. Gavely.

MR. GRAVELY: Yes, M ke Gavely fromthe
R&D di vi si on of the CEC.

We actually addressed in one of our
wor kshops the Smart Grid technol ogi es and have
addressed sone of those in this effort. | think
you will find we have made a conscious effort.
Because of the conplexity and the integration that
we woul d prefer to address this as part of the
2009 | EPR and we envi si on havi ng several staff
heari ngs and potentially other hearings and quite
a bit of effort.

So we do agree that this is one of the
areas we want to pursue. W think -- W have sone
addressed in the 2008 | EPR and we definitely
expect to see technical workshops as part of the
2009 IEPR. And | think fromwhere we are with
2008, we got in as nuch as we could. W think

i nformati on now would not be fully vetted so we'd
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like to, you know, take the tine to discuss this
in a public forum W envision Snart Gid being
one of the topics we are proposing for 2009.

MR COLE: Ckay. W appreciate you
including it inthe -- | just got to | ook at the
Draft 2008 | EPR Update and we appreciate the
mention of Smart Gid in there. And we wll
definitely be | ooking forward to participating in
t hose workshops and getting it into the 2009 | EPR

PRESI DI NG MEMBER BYRON: Thanks a | ot.
M. Cole, thank you for being on for your
coments.

MR. COLE: Thank you

PRESI DI NG MEMBER BYRON: I amgoing to
move on. Next on the phone | have Tam Hunter.

MS. PARROW Actually he just
di sconnect ed.

PRESI DI NG MEMBER BYRON: Ms. Turnbul I,

Jane Turnbull fromthe League of Wnmen Voters.

MS. TURNBULL: Conmi ssi oner Byron, | am
here but | have no comments this norning.
PRESI DI NG MEMBER BYRON: I amextrenely

di sappoi nt ed.
(Laught er)

MS5. TURNBULL: | amtoo but we plan to
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subnmit some witten conments before this is over.

PRESI DI NG MEMBER BYRON: Ms. Turnbul I,
we al ways val ue your input and | thank you for
bei ng on the phone today.

ASSOCI ATE MEMBER PFANNENSTI EL: Thanks
for listening, Jane.

PRESI DI NG MEMBER BYRON: | have a card
from Sanford MIler representing hinself.

MR. M LLER  Good norni ng,
Conmmi ssioners. M nane is Sanford MIler. | am
representing nyself. And there were a nunber of
ot her people who are signatories to this letter
that | gave each of you a copy on Septenber 15.

And the topic is peak oil.

Approximately a little over 50 years ago

an oil geol ogi st by the nane of Hubbert, King
Hubbert, basically made a prediction that the
United States was going to peak in its oi

production in the year 1970. He nmde that

prediction in 1950 -- '56, I'msorry. His
prediction actually was correct. |In 1970 the
worl d peaked -- |I'msorry, the US peaked in

pr oducti on.
He used basically a fairly | ogical

equation. Basically which took estimated oi
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di scoveries. And fromthat he cal cul ated
production fromthat. And he was able to get a
peak out put.

Now si nce then that sane theory has been
applied for world oil production by M. Hubbert
and a nunber of other researchers. A lot of them
have come up with the conclusion that the world is
near or closely to its world peak output. And it
is based on the sanme basic cal cul ati ons.

The reason that nyself and these other
people on the signatories to this letter to you
believe this is inportant is there are few
alternatives to oil in the world here. The world
oi | producti on has been bunpi ng al ong at 85
mllion barrels a day since about 2005. It hasn't
really increased that nuch. W have Chi na and
I ndi a which have been expanding their denand at a
very fast rate

So we feel this is inportant for the
| EPR and for -- not only for the 2008 IEPR to
recogni ze that this nay be an i ssue that needs to
be | ooked at nore closely. And certainly with the
2009 IEPR that it needs to be | ooked at.

Just one last thing. |In 2006 the

General Accounting Ofice did a report on peak oi
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at the request of one of the comrittees in
Congress and they cane up with the concl usion that
peak oil was a very real possibility and that the
United States was totally unprepared for the
possibility that oil would be peaking at sone tinme
in the near future. And they didn't offer an
estimate of whether or not that peak would be in
2006 or ten or 15 years later on.

The federal governnent has certainly
recogni zed that. At |east the GAO has. And so we
believe that this is an inportant topic that needs
to be addressed sonetime soon by the Energy
Commission in its | EPR

PRESI DI NG MEMBER BYRON: M. Mller,
thank you. | did, of course, receive the letter
and | have actually discussed it at sone | ength
wi t h Commi ssi oner Boyd, who will be ny Associate
Menber on the '09 | EPR, and as you know chairs the
Transportation Fuels Committee here and has for
many years.

I amvery interested in this subject.
I have read a nunmber of books on it nyself. And
in fact during the peak oil conference that took
pl ace here in Sacranento, | believe it was what,

t hree weeks ago?
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MR MLLER Right.

PRESI DI NG MEMBER BYRON: | did nmeet with
sone fol ks that were here, Richard Hei nberg, |
bel i eve, and sone others. And they left ne nore
books to read. There are sone connotations
associated with the notion of peak oil that, let's
say, are problematic to sone extent.

Thi s Conmi ssi on, ny assessment of what
t hi s Conmi ssion has done over previous years with
regard to positioning itself to work on
alternative transportation fuels and really
pronote the need to wean ourselves fromthe 96
percent dependence upon a single transportation
fuel positions us really well. The |ow carbon
fuel standard. There's other things that this
state is doing in the absence of federa
direction, | think, that is very good.

Nevertheless | amvery interested in
putting the context of all of that -- I'msorry,
putting all of that nore in the context of the
geopolitical inplications of our dependence upon
oil. So we will be addressing it to sone extent
in the | EPR  Again, because we are only | ooking
at it froma state perspective there is little

that we can do at those national and worl dw de
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levels that really this has significant
consequences for.

So | appreciate your letter. |Is there
sonet hi ng el se you wanted to add?

MR MLLER No, that's it. Thank you
for considering it.

PRESI DI NG MEMBER BYRON: Absol utely.
Thank you. | do not have any nore bl ue cards.

But | do always ask at the end if there is anyone
else that feels that they would |ike to speak.
Representing an organi zati on or thensel ves.

My panel, who has been very patient
sitting here so that we could answer any techni cal
questions that cane up. |Is there anything el se we
need to di scuss?

I think Chairman Pfannenstiel has sone
cl osing comments and this would be the tine.

ASSCCI ATE MEMBER PFANNENSTI EL:  Thank
you. First of all, | want to thank everybody who
was here today. As always it is both hel pful and
encouragi ng to get people's thoughts and
observations on the work that we have done.

This draft report has a |l ot of very
i mportant invocations in it, not the | east of

which is the demand forecast. The demand f or ecast

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

115
in California, the Energy Conmi ssion's denand
forecast is used for a nunber of purposes. So we
need to make sure that it is right and that it is
sonet hi ng that everybody buys into. And having
not heard ot herwi se today | am assuni ng ever ybody
here at | east buys into the denand forecast as we
put it forward. And if you don't nmke sure you
|l et us know that. Because otherw se you are goi ng
to be living with it.

I think other than that my other
observation is who wasn't here today. | am
di sappoi nted we did not hear fromthe Public
Uilities Commission. | am di sappointed we didn't
hear from any of the publicly-owned utilities. W
consi der ourselves partners with both of them as
groups in our endeavor and | think our work is
made much better by their participation

And | understand that there are
opportunities to provide witten comment and we
appreci ate those comments. But the ability to
interact here is also very inportant to us. So
with that, thank you agai n for being here.

PRESI DI NG MEMBER BYRON: Thank you,
those are excell ent observations. | certainly

benefit by having the Chairnan's experi ence on the
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2008 I EPR Conmittee. Unfortunately |I will be
|l osing that at the end of the year.

| believe, Ms. Korosec, we have a couple
of dates that we should share with partici pants.
That woul d be when we would like to ask that we
receive any witten comments and the other one is
when is the final workshop date for the | EPR

MS. KOROSEC: The witten conments are
due on COctober 16 and the Energy Conmmi ssion's
Busi ness Meeting where we will consider adopting
the report will be on Novenmber 19. We will be
rel easing the report on Novenber 3 in preparation
for that adoption.

PRESI DI NG MEMBER BYRON: And | | ove
asking you this in public. Are we on schedul e.

M. KOROSEC. Absolutely.

PRESI DI NG MEMBER BYRON: Wel |, thank you
all very nmuch for coning today. The input is
extrenely valuable. W are adjourned.

(Wher eupon, at 11:22 a.m, the Conmittee

Hear i ng was adj our ned.)

--000- -
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